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UNFAIR TO 


STOCKHOLDERS IN OTHER BUSINESS 
HAVE A STAKE ALSO IN RAILROADS 


Stockholders of all kinds of business should be interested in fair treatment for 
railroad stockholders. 


Freight rates are too low to meet the mounting costs of railroad operation and 
allow railroad stockholders a fair return on their investments. If railroad 
stockholders are squeezed out—railroad operation would fall on the Govern- 
ment. Under Government operation, taxes to support the railroads would fall 
principally upon other corporations—owned, in turn, by their stockholders. 


In other words, stockholders everywhere would be penalized. 


Railroads should be treated equitably and given increased freight rates to meet 
increased costs and allow railroad stockholders a fair return. 


The cost of materials and supplies necessary to railroad operation has in- 
creased 87% since 1939; wages and wage taxes are up about 70%. Freight 
rate increases have produced only 15% additional revenue for hauling the 
average ton of freight one mile. An increase in freight rates is needed. In the 
interest of everyone—employes included—freight rates should be adjusted 
promptly to the higher costs of performing transportation. 


What the railroads desire is just and reasonable rates, that in meeting their 
responsibility to the public in furnishing adequate and efficient transportation 
service at the lowest cost consistent, they be allowed to earn sufficient revenues 
to enable the railroads, under honest and economical and efficient management, 
to provide the public with the service it desires. 





NOTE THE CHART—While the stock- i 
holders’ share of Pennsylvania Railroad 

income has declined, those who sell us $26,335,392 
our supplies have received a bigger and 








bigger share. 
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LEE RUBBER & TIRE 
CORPORATION 


FACTORIES 


YOUNGSTOWN « CONSHOHOCKEN 


% 





DIVISIONS 


REPUBLIC RUBBER 
Youngstown, Ohio 


4 ‘NDUSTRIAL RUBBER PRODUCTS 


\, LEE TIRE & RUBBER COMPANY 
OF NEW YORK, INC. 
Conshohocken, Pa. 

c&E DELUXE TIRES AND TUBES 


Ihe Board of Directors has this day 
declared the regular quarterly div- 
idend of 50c per share, also an 
extra dividend of $1.00 per share 
and in addition thereto, from ihe 


capital stock held in the Treasury 


of the Corporation, a dividend 
5% (one twentieth of a share 
each outstanding share), all 
the outstanding capital stock 


of 
on 
on 
of 


the Corporation, and all payable 
October 28, 1947 to stockholders 
of record at the close of business 
October 15, 1947 Books will 


not be closed 


A. >. POUCHOI 


sept, 25, 1947 Treasurer 














NATIONAL DISTILLERS 


PRODUCTS 
CORPORATION 





The Board of Directors has de- 
clared a quarterly dividend of 
50c per share on the outstanding 
Common Stock, payable on No- 
vember 1, 1947, to stockholders 
of record on October 11, 1947. 
The transfer books will not close. 
THOS. A. CLARK 
September 25, 1947. ‘Treasurer 











CONSOLIDATED 
NATURAL GAS 
COMPANY 


30 Reckefeller Plaza 
New York 20, N. Y. 


DIVIDEND No. 8 


T ue BOARD OF DIRECTORS 
has this day declared a regular 
semi-annual cash dividend of 
One Dollar ($1.00) per share 
on the capital stock of the Com- 
pany, payable on November 17, 
1947, to stockholders of record 
at the close of business October 
15, 1947. 

E. E. DUVALL, Secretary 
September 25, 1947 























OCTOBER 11, 





Morrell } 





Ottumwa, la. 


DIVIDEND No. 


PRIDE 
meats, 


Cents ($0.375) 


73 


A dividend of Thirty- 
Seven and One-Half 


per 


share .on the capital 
stock of John Morrell 
& Co. will be paid Oct. 30, 1947, 
stockholders of record Oct. 11, 1947, as 
shown on the books of the Company. 


Geo. A. Morrell, Vice Pres. & Tr. 


to 
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THE NATIONAL CITY BANK 


OF NEW YORK 


1812 — 135th ANNIVERSARY — 1947 


Head Office 55 WALL STREET 


New York 





Condensed Statement of Condition as of september 30, 1947 


Including Domestic and Foreign Branches But Not Including The Affiliated City Bank Farmers Trust Company 











ASSETS 
Cashiand Due from Banks .....:.......-6.84+ $1,208,876,854 
United States Government Obligations (Direct 

Or Sully Aayarenteed) . 66k ce ae ces 2,183,146,029 
Obligations of Other Federal Agencies........ 30,529,300 
State and Municipal Securities......... 244,767,711 
Other Securities..... ea aa ore ade Se 5 78,798,334 
Loans, Discounts, and Bankers’ Acceptances. . . 1,144,278,147 
Real Estate Loans and Securities............ 2,955,770 
Customers’ Liability for Acceptances......... 18,039,851 
Stock in Federal Reserve Bank.............. 6,900,000 
Ownership of International Banking Corpora- 

TC Ea aioe, WONeee en AEN UR aes yc emt arere teeter 7,000,000 
BS BINCMORPIINBOS 5 os. hos eos wo sronctnaeeieriswiers 28,714,293 
ROTC TABS oo ok oyckee wp arden ona dcemalennd@-wered 3,409,828 

LO | ee ee .. $4,957,416,117 
LIABILITIES 
DD ROBIEG ene srrrsecesmere rte gd Siig o's He Me Tae ware es $4,622,164,738 
(Includes United States War 
Loan Deposit $27,896,868) 
Liability on Acceptances and Bills. .$31,397,641 

Less: Own Acceptances in Port- 

LOC ia a ae ROS est Ee eae 12,056,091 19,341,550 
Items in Transit with Branches. ............. Sy fa Us 
Reserves for: 

Unearned Discount and Other Unearned 

CACC TSR eee paneer Pees oor ee Nee eee 5,231,674 

Interest, Taxes, Other Accrued Expenses, etc. 34,345,337 

SOW REOIN Seah Beene ee cirkc gic leeds 2,325,000 
TS 
ee 
Undivided Profits. ............... 38,260,503 268,260,503 

[ct oy a re 2 ORS Ald Sh ihr Any $4,957,416,11 





Figures of Foreign Branches are as of September 25, 1947. 


$273,436,706 of United States Government Obligations and $3,396,013 of 
other assets are deposited to secure $206,640,344 of Public and Trust Deposits 
and for other purposes required or permitted by law. 


(Member Federal Deposit Insurance Corporation) 


(In Dollars Only— Cents Omitted ) 
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SUSINESS tt Shee 


AS BROAO AS BU S*MESS HESEE® 


The Trend of Events 


BREAK-EVEN POINTS .. . admittedly sharply higher 
against prewar, are coming in for a good deal of 
study and discussion. To businessmen, we under- 
stand, they are a source of considerable concern, 
decidedly the fly in the ointment of current high 
corporate earnings. Few fail to see the hidden threat 
to profits that lurks behind the sharp rise that has 
occurred in the wake of spiraling costs. Hence they 
are watching closely the break-even points in their 
business—the point that marks the dividing line 
between profit and loss. 

Undoubtedly, break-even points in many instances 
have risen dangerously. In such cases, though vol- 
ume and profits now may be at an all-time peak, a 
relatively moderate drop in sales may mean red 
ink. Westinghouse, for example, doing a business of 
over $200 million annually, recently stated that its 
break-even point today is double that of 1941 and 
that a 25% drop in sales would erase all profits. 
Others doubtless are similarly vulnerable, though on 
the whole there are great variations in degree. 

In view of the importance of this matter to in- 
vestors as well as to businessmen, we have en- 
deavored to determine just how great the rise in 
break-even points has been since prewar, and to 
that end we have asked a sizable cross-section of 
America’s leading corporations to tell us of their 
experience. We have learned that in virtually every 
instance, the “point” has risen sharply though not 
always for the same reason. Thus in one instance 
where the break-even point has risen from 40% 
in 1939 to 70% at present, this steep advance was 
almost entirely attributable to lower margins of 
gross profit. Another corporation, since 1939, re- 
ports a rise of fully 500%; this however 


was not only due to higher labor costs and increased 
prices for materials but importantly also to consid- 
erable expansion during the period covered. 

Higher costs were mainly responsible for the sub- 
stantially higher break-even point reported by most 
companies but such factors as expansion, the intro- 
duction of new products, etc., have also contributed 
heavily. Obviously, where the latter is the case, a 
higher break-even point has different connotations 
than if solely due to cost increases, that is to nar- 
rowing gross profit margins. It is less of a danger 
signal. 

It has been suggested that the significance of 
break-even points may well be overrated, for it ex- 
ists only on the assumption that the conditions under 
which they are determined will continue to prevail 
when operations drop. Actually they hardly do. As 
sales volume fluctuates, the figure is constantly 
changing with management endeavoring to alter 
methods of operations so as to bring about a lower 
break-even point. In other words, break-even points 
established on current conditions may falsely be 
given a prophetic weight that they decidedly do not 
deserve, since they reflect only the present levels 
of costs, and other important factors subject to 
change. Frequently also they are based on arbitrary 
assumptions which may render them of no practical 
significance. By cutting costs, by increasing effi- 
ciency, business and industry is forever striving to 
make their structure more flexible, and in this man- 
ner undoubtedly may succeed in minimizing the ad- 
verse impact of declining sales. 

All this does not change the bald fact that cur- 
rent high corporate earnings are largely due to, and 
dependent upon, record sales at attractive prices. 
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Profits are high because production and prices are 
high, certainly not because cost ratios are low. Any 
drop in selling prices, any shrinkage of markets is 
bound to be quickly felt at today’s far more rigid 
cost structure, with high union wages constituting a 
major element of inflexibility. Still when the test 
comes, it may be found that today’s high break- 
even points may not actually be the point of vanish- 
ing profits. A great deal is being done to cut costs by 
stepping up efficiency, as witness the immense in- 
vestment in new plant and equipment, in plant mod- 
ernization and reahibilitation. All these steps have 
but one aim—to produce cheaper and more effi- 
ciently ; they are the most effective moves in counter- 
acting high break-even points. 

It shows that business and industry is fully aware 
of the necessity to prepare against the day when 
they face declining prices and shrinking volume. 
The race to cut costs, to step up efficiency, is already 
on. Few will complacently wait until a decline is 
under way, when it is usually too late to do more 
than hold losses to a minimum: Break-even points 
may be dangerously high but we cannot help feeling 
that the traditional ingenuity of American business 
will find ways and means to hold its own when rough 
weather sets in. 


MARGIN TRADING ... The New York Stock Ex- 
change, effective October 1, has permitted resump- 
tion of margin trading in stocks selling between $5 
and $10 a share. Margins of 25% are permitted. This 
marks the return of margin trading in this price 
range after an absence of two years. The present low 
volume of Exchange transactions and the increased 
number of shares selling at less than $10 have un- 
doubtedly motivated this step which on the whole 
must be regarded as constructive. However it is 
doubtful whether—at least for the time being—this 
action will markedly stimulate trading, especially in 
view of the fact that the requirements calling for 
an initial minimum deposit of $1,000 to open a mar- 
gin account has not been altered. 

When margin eligibility was limited to stocks sell- 
ing above $10, it represented a move to curb specu- 
lation in low-priced securities. Such speculation this 
year has greatly fallen off, doubtless due to increas- 
ing preference for better grade issues, many of which 
—by virtue of stock splits and because of the market 
decline — have been brought in the lower medium 
price range, within the reach of investors and specu- 
lators with limited funds. Also, a good many specu- 
lators in low-priced issues have been “frozen in” by 
substantial paper losses. In the circumstances, and 
under present market conditions, the latest margin 
action may prove relatively unimportant though this 
may well change on any marked revival of specula- 
tive interest, recently at low ebb. 


COMMODITY TRADING. ... By way of contrast, mar- 
gin requirements for commodity trading, especially 
at the country’s big grain markets, still appear far 
from ample to protect the public interest. True, 
formerly nominal margins have latterly been raised 
in the wake of official and public concern about ex- 
cessive speculation which in no small degree has con- 
tributed to our inflationary problems as outlined else- 
where in this issue. But such corrective action has 


definitely fallen short of the desirable mark, and a 
further tightening of margin requirements would 
therefore seem in order. We do not ignore the fact 
that other influences, notably heavy Government 
buying for export, have materially contributed to 
soaring commodity prices. But speculation, too, has 
broadened enormously and it is this activity which 
should be further curbed to prevent run-away mar- 
kets which may have serious repercussions on our 
whole economy. 


BOOM STILL RUNNING STRONG ... The news that 
industrial production turned upward again in August 
after a four-months decline was widely received with 
considerable gratification and relief. As measured by 
the Federal Reserve Board Index of Industrial Pro- 
duction, national output climbed five points in Au- 
gust to 182% of the 1935-39 average. In July it had 
gone down to 177%, giving rise to fears that a 
definite let-down in business was at hand. As it is, 
the July figure—so far at least—proved to be the 
bottom of a slide from the postwar peak of 190% 
reached last March. The August advance is ascribed 
chiefly to rising output of non-durable manufactured 
goods and minerals to levels somewhat above June 
when the overall Index stood at 184%. Durable 
goods manufactures, too, rose but stayed 3% below 
June levels. Total value of retail trade continued to 
show little change. But prices of goods in wholesale 
and retail markets advanced to new highs. 

The August improvement doubtless mirrors cer- 
tain seasonal factors including heightened activity 
in textile industries where the placement of fall and 
winter orders has been unduly delayed by price 
developments. But broadly speaking, it may be as- 
sumed that the upsurge of prices recently noted all 
along the line has importantly contributed to acceler- 
ation of activity. Quite evidently, our postwar boom 
it still running strong though the picture could 
“no pe quickly if food prices get further out of 
rand. 

A peculiar feature of the boom is that something 
comes along to keep it alive whenever a lag threat- 
ens. Early this year it was the great spurt in exports. 
In mid-summer it was the unseasonal revival of 
construction activity, with construction awards ris- 
ing by one-fourth from July to August. In August, 
trade volume was kept from further sliding off with 
state bonus payments to veterans, and cashing of 
terminal leave bonds in September may have had 
the same effect. Whether lifting of consumer credit 
controls in November will prove a similar “shot in 
the arm” remains to be seen. It may well be that 
without these stimulants, the erosive effect of high 





food costs on consumer purchasing power may have |..; 


been far more pronounced in the trade field. The 
future trend will bear close watching. 
Meanwhile there is little doubt that implementa- 


tion of a Marshall plan which now appears almost h 


inevitable, is bound to impart continued strength to 
our national prosperity. The fate of Europe thus will 
have a direct bearing on the future course of busi- 
ness here at home. For the present, there is no sig- 
nificant change in tempo of our industrial activity. 
Despite the danger inherent in the price situation, 
business and industry — with heavy Government 


buying in prospect—is not likely to lose much ground ; 


while awaiting concrete developments. 
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1 to * BY ROBERT GUISE 
has 
aich 
nar- : 
sae PRODUCTION VERSUS PROPAGANDA 
oes Win virulent Soviet press campaign against the ceeds to do her best to sabotage it with every means 
are West, the sudden outcrop of violent insults at her command, both from within and from with- 
i hy ygainst America and American leaders clearly shows out. That, essentially, is the aim of the new Com- 
Pro. PP the pattern that the Kremlin has set for its bid munist International. _ ete 
Au. por power, the aggressive policy it pursues to win The Marshall plan is labelled “imperialistic 
had [ts aim of communizing Europe and the rest of the though nothing could be farther from the truth. Its 
yen world. In attacking America, in particular, Russia humanitarian aspects certainly contrast favorably 
: ix js attacking our free enterprise system because she with Russia’s deliberate moves to foist upon the 
‘ie tonsiders it the strongest force standing in the way people of the world, and to perpetuate, a state of 
90% oe a roe i scarcity, igi = 
de nnouncement o e oW;wE lep 7 CET ¢ THING misery so as to weaken 
wei organization of a new Diss a ay eee oe their ability to resist 
fume ommunist International : : . , . communist encroach- 
aie merely proves the point ; ment. — 
elow tte importance of this hy Ma _Russia’s latest move 
«ed announcement lies not so h. ie simply spotlights the 
i uch in what is said but .# A, ; fact that in her fight for 
2 i io that now at Uj ON \ [§/, ae 
: st it has been said. Rus- zs Y \ leadership, her industria 
Reel tia fears the Marshall mm Le Se 4 weakness is her most 
pen plan, the success of , he Ds <s : serious handicap, Amer- 
: which would be a deadly ALUN \ | _— P ee ica’s great productive 
Price Ihlow to her bid for power lf @ re, — strength the most irri- 
Ape in Europe; hence she IN ¢ 4 tating obstacle in her 
a. goes to any length in at- o ) Sam path. For does not a com- 
sii tacking those responsible Z parison illustrate con- 
sould Po" it vincingly the immense 
en of The nature and direc- superiority of our private 
tion of the Soviet hate enterprise system over 
— ampaign is at once a the concepts of totali- 
aah. onfession of Russia’s tarian economy? How 
se preatest weakness. When else can the world, and 
al of he Kremlin assaults and especially those countries 
 t.. planders American capi- which Russia hopes to 
‘ os alism, it attacks the sway or force into her 
cate enius and the produc- orbit, interpret the high 
1o of Pe system that made it standard of living under 
_ or bossible for America to American capitalism and 
redit pecome the arsenal of the appallingly low 
‘ot in Fe world without which standard under Russian 
that either the Western Al- communism? To the 
high es nor Russia could Kremlin, this presents a 
have {ve Won the war. Rus- dilemma that obviously 
The fas great ambition now called for strong counter- 
as become to undermine measures. Hence her 
oe America, to discredit our campaign against Amer- 
wide ystem in the eyes of ote ica, her vitriolic propa- 
ak ie he world. Lacking the Courtesy N. ¥. Hereld-Tritwse § ganda to convince the 
sagt = ndustrial strength, and ; mre world that the USA is a 
busi- f° technical and managerial know-how to create capitalistic “monster” plotting to destroy “socialist 
aie ch strength, Russia is obliged to turn to propa- democracy.” Hence her vituperative attacks on 
ely anda, possibly even to direct political action through “capitalist monopolies,” meaning every successful 
vital er Communist stooges whom once more she is American business. Hence her slanders against our 
aie allying in a newly created Comintern. The bald fact Government and our business leaders whose ability 
cml s that she has nothing with which to counter the she fears because she cannot match it. What we 
farshall plan except slanders and political maneu- must read into the Kremlin’s campaign of vitupera- 
ering; lacking production, lacking the wherewithal tion is jealousy and anger over our own strength, 
__— |) lend material support to Europe, such as we in- confession of Russias’ weakness and shortcomings, 
1947 end to do under the Marshall plan, she now pro- and a blustering attempt (Please turn to page 55) 
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© attics Marking = 


.eeeeeOR ENTERING NEW PHASE! 


On the basis of technical indications, at least 
a temporary revulsion from European-crisis 
fears, and evidence of added vigor in the do- 


mestic economy, we think the prospect is for a 
By A. T. 


Whexrcet action improved considerably last 
week, the first six-session trading week since May. 
The net gains for the period left the Dow-Jones in- 
dustrial average 4.58 points above its previous 
lowest close on the July-September sell-off, regis- 
tered September 26; and the rails 2.25 points above 
their previous reaction-low, which was seen as far 
back as September 8. The volume of trading ex- 
panded fairly sharply on the buying side. 

Although the rally to date is of no more than 
moderate proportions, there are some technical con- 
siderations, and accompanying external circum- 
stances, which lead us to believe that the chances 
now favor the upside, with something more than a 
minor and short upturn probable, barring a shift in 
the foreign news more disturbing than the market 
has allowed for. Specifically, the prospects for an 
intermediate uptrend, lasting over a period of some 
weeks and eventually testing out the July recovery 
highs, without more than normal and small reversals 





market recovery of some proportions. Continue 
to hold the 75% invested positions in selected 
stocks which we have been advocating for 


some time. 


MILLER 


meanwhile, appear to have been substantially in 
proved. As to whether those highs may be bettere/ 
at some time during this final quarter of the year 
we see no basis for any conviction one way or an 
other. However, we do not rule it out as a possibility 


Some Background Considerations 


When the trend indications become more promis 
ing after weeks of dubious action, there are always 
of course, good reasons for that. Often a marke 
builds its own case for a recovery by the way i 
behaves on a decline; and that is undoubtedly so ij 
this instance. As we have noted before, the lis} 
displayed an impressive degree of resistance to pres 
sure on the July-September decline. That was espe 
cially so during the September phase, when gloomil; 
exciting newspaper headlines on the European crisij 


dislodged relatively little stock and found that wel 


absorbed. On each of the September selling flurrie 
there was a reduction in the momen 
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tum of the reactionary trend, as meas 
ured by volume and total points los 
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industrial average ran for about 1] 
weeks for a total loss of about 1} 
points, but failed to carry prices any 
where near the important May low 
either for industrials or rails. 

The previous intermediate swing 
(those running over three weeks) 0 
the last 12 months or so were as fol 
lows: About 16 weeks up, for 20.2: 
points in the industrial average, from 
October 30, 1946, to last February 8 
14 weeks down for 22.28 points fron 
the February 8 high to the May 1 
low; 10 weeks up for 23.64 points from 
the May low to the July 24 high. Th 
time factor of 12 weeks down from thi 
July high squares pretty well wit! 
those of the previous swings. Take 
in conjunction with the satisfactor! 
market undertone shown throughou 
the reaction by the Support Indicatol 
chart, this is one consideration sug 
gesting that a reversal in intermediaté 
trend, as distinct from a rally in 4 
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downtrend market, is due. However, ifogic 
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phases in points unless the July higlhaps 
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by a decisive margin. 





“Some other technical con- PR oo 
siderations are as follows: |ese 
(1) The downtrend line de- | {sees | ices tis 





SE | lineated by the rally highs STOCKS | STOCKS 
5 if since July 24 has been defi- | 200 
nitely broken by the rally 
from the September 26 low. | 
nue (2) Last week was the first, |'5° 
since the termination of the 
‘ted — summer rise, in which the 
i industrial average was able |' 
” to put together five consecu- 
tive sessions of advance. (3) ll (! rl 
On an average, October has | *°7 “t-7? 
been a better market month 
than September. (4) There 
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marke} low-price stock speculation, nn oer eae Fer 
way |} as a result of increasing gov- 
ly soi} ernment frowning on the 
the lis} former. In any event, our in- | 
to pre} dex of 100 low-price stocks bio 
AS ESP rose 18.09 points last week, 
‘loomil} compared with only 2.81 
n ‘oe points for the index of 100 
1at well high-price stocks. It is the 
flurriey one significant index already 
momely well above its July recovery 
S Meay high. The change in the 
nts los} spread between it and the 
e in tht high-price stock index was 
out lithe sharpest ever seen in a 
out single week during the 
eS anyjeleven years these indexes have been compiled. 

ay low If the margin change is the whole story, or nearly 
_ | 80, the stimulus to speculation may be rather short- 
Swing} lived. The next few weeks will throw more light on 
eks) (it. Meanwhile, however, it can be noted that stocks 
» as fofwhich are meeting with a more active speculative 
yr 20.28demand are by no means confined to those in the 
re, froth5 to 10 price range. There is evidence in a fair num- 
uary 8 ber of others above that price range of a budding 
ts fron Willingness to assume greater risks. You see it, for 
May I instance, in the sharp recovery in the long depressed 
its from liquor stocks; and in a scattering of new 1947 highs 
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oly: for special issues in a number of fields, the majority 
ll witl of them priced from around 15 up to nearly 40. 

. Taker 

sfactori The External Factors 

oughou 


a Of course, the basis for a market rise of some 
catol.. : : ; 

on sug proportions is by no means entirely technical. For 
mediatt the time being, the market has been satiated with 
ly in 4 foreign crisis” and there has been a kind of psycho- 
vever, ifogical revulsion from it. It is reasoned that the 
‘ecoveryjEuropean problems have been fully advertised, per- 
ily higlihaps too much so; that they are out in the open; 
irpassefand that Europe will not explode tomorrow. Nobody 
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suggests that there will not be more crises in one 
form or another; but they will probably have to be 
new, rather than shifting angles on the Marshall 
program problems, to unsettle the market. The re- 
vulsion in immediate sentiment has extended to a 
sharp rally in foreign government bonds. How long 
the lull will last is problematical. 

In any event it has already permitted investment 
and speculative attention to focus more closely on 
the domestic economic scene; and the visible mani- 
festations therein not only remain favorable but 
have recently become more strongly so. This publi- 
cation’s weekly business index is at a new postwar 
high. It is certain that the, Reserve Board produc- 
tion index, in which the mild summer let-down was 
partly made up in August, will show another good 
gain for September. Latest data on industrial em- 
ployment, building contract awards, steel and auto- 
mobile demand, and retail trade are definitely en- 
couraging. The long-heralded recession, in short, is 
still “around the corner,” its timing about as con- 
jectural as ever. 

We continue to believe that about 75% invested 
positions in selected stocks as advocated for some 
time, are fully warranted. —Monday, October 6. 
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Deflation Threat 
in New Inflation Sjirc/ 


Solving the price problem—with food prices the key—is 
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By E. A. KRAUSS 


Hien prices are occupying the 
thoughts of most people today, be 
they housewives, wage earners or 
businessmen. None of them escape 
their impact. The public is becoming 
thoroughly aware that the cost of 

prosperity can be high, and that it is just as difficult 
to stretch a dollar in a period of inflation—when 
dollars are plentiful—as it is in time of deflation, 
when dollars are scarce. Grocery bills, already high, 
go on sky-rocketing, keeping family budgets pain- 
fully unsettled as food is daily snapping up a bigger 
chunk of available spending money. The businessman 


wonders how all this will in the end affect him, for ' 


it is not hard to see how such a trend, unless stabil- 
ized or reversed, carries a most serious threat to our 
economy. 

Not so long ago, earlier in the year, there was 
what seemed a fair chance of a downward adjust- 
ment in our overall price structure with the prospect 
that existing maladjustments could be corrected with 
no more than a mild jolt to business. Unfortunately 
this expectation has not materialized. Instead, we 
find ourselves engulfed by another wave of price in- 
flation that leaves the average consumer breathless 
and no little worried. What has happened? What has 
blasted our optimistic dream of a stabilized price 
structure in a dangerously unstable world? The ex- 
planation is not difficult to find. 
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Perhaps the broadest answer} (2¢tt 

to the question is that produc. = 

tion of almost everything, but on 

particularly of necessities, has b ol 

not been sufficient to meet de. "es 

mand. Within this framework} °°S° 

however, all sorts of forces have = 

been tugging at prices and by healt 

far the strongest and most far- a : 

reaching have been those affect- - 

ing food prices. The latter, inj" 
stead of stabilizing, continued their strong upthrust, 
leading to new wage demands that culminated last 
Spring in sizable wage boosts in such basic indus: 

tries as steel and coal. This brought about higher Bu 

prices for a wide range of manufactured goods, an¢'€V!V. 

is still causing delayed price hikes in a good many ‘dee 

fields. Another rise in freight rates, just ahead, unj*'S @ 

doubtedly will force more price boosts, for freigh} 





rates are an important cost factor in the production 
of almost everything. 






Main Inflation Factors 
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Obviously, rising food prices have been the mail 
instigator of the current price inflation; with thei 
uptrend unbroken, they threaten another spiral thal 
may well become “the straw that breaks the camel's 
back.” The key to the food situation is unprecedent 
edly heavy domestic and. foreign demand, latterl) 
aggravated by our short corn crop and unsatisfac 
tory crop yields abroad due to drought. As it is, the 
rising spiral is not apt to break until demands ar¢ 
realistically adjusted to the crop picture, something 
that is far easier said than done. Efforts to curb do 













































mestic food consumption by persuasion promise littl ~ 
and it is doubtful whether reinstitution of price con 

trols or rationing will be politically feasible. At th¢ 40 
same time, foreign food needs continue to strain tq 1914 





the utmost our ability to meet them. 
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Thus in the entire picture, unfortunately, it is 
hard to find any influence that may tend to work 
for lower prices, and herein lies the threat. A new 
round of wage demands by organized labor, the 
third one, is lboming ominously on the horizon and 
union strategists are actively preparing for it. The 
Government is gloomy over the prospects of level- 
ing, let alone lowering prices. With living costs ad- 
vancing steeply, they are forced to admit that the 
increase in real wages that labor enjoyed during 
the war period is playing itself out and that work- 
er income is beginning to lag behind the cost of liv- 
ing. This, needless to say, is grist for labor’s mill. 

Under the impact of soaring prices, the eco- 
nomic position of the consumer generally has been 
deteriorating steadily; in recent weeks he has 
been particularly hard hit. Wage increases have 
been going largely to those who already were get- 
iting relatively high wages, that is the strongly 
organized unions. The white collar worker has 
‘been less fortunate, though he too has enjoyed pay 
increases. Those living on fixed incomes have been, 
and are being, squeezed mercilessly. The crux of 
the matter, in short, is that the additional pur- 
chasing power stemming from wage increases has 
been distributed rather unevenly among the vari- 
‘ous segments of our vast consumer army. In the 
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long run, this cannot but have serious unsettling 
‘effects. While the spending power of many is steadily 
being curtailed, factories continue to pour out manu- 
factured goods at rates of 80% to 90% above prewar, 
ina good many instances. Full employment depends 
upon the public’s ability to absorb this huge produc- 
tion—after buying food. This ability is constantly 
being cut short. Of the average dollar spent today, 
close to half is paid for food as against 35c before the 
war. Rents, too, are rising, and so are the prices of 
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a ie numerous goods. All this certainly does not make for 
re foil healthy business. If allowed to continue, it will spell 
” fect: real trouble. Deflationary potentials inherent in this 
_ phe situation are obvious. 

hrust 

: last Revival of Consumer Resistance 

indus: a 4 
highd Businessmen generally are well aware of this, and 
ds, and revival of consumer resistance is added proof of the 


| many Squeeze that is again experienced. Key manufactur- 
ad. unf*’S are increasingly concerned about the public's 
, 


ability to absorb the high industrial output; so are 
the big retailers, all of whom have gone on record 
favoring substantially lower prices. Their pressure 
on manufacturers is increasing, with varied success. 
Additionally, the sag in exports of manufactured 
goods may take more wind out of the production 
sail. The huge domestic buying power, of course, re- 
mains the main driving force but it is only too well 
recognized that even a relatively modest let-down 
will be felt very quickly. A dip of a mere 5% in 
domestic spending would be equal to an 80% drop in 
exports. It is clear that if food prices continue to 
spurt ahead, they will eventually reach a level where 
the bubble will burst. Such a break almost certainly 
would spread quickly to most lines of business and 
bring about a full-fledged recession. 

Price booms are dangerous booms, fragile and 
often easily upset; the end sometimes is at hand 
before it can be foreseen. Few doubt that if prices 
continue to soar at anything like the rate since July, 
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they will sooner or later either collapse with a sick- 
ening crash or else—if spiral follows spiral—lead 
into virulent inflation of the kind that we now see 
abroad. In either case, it would leave behind a lot 
of wreckage. 

We are experiencing a dangerous inflation. The 
trend is still upwards and the end is not in sight. 
We all hope that it may be checked in time though 
nothing has occurred as yet to stop it. Investiga- 
tions of high food prices—admittedly the main in- 
flationary influence—are likely to bear little fruit, 
and the reasons are obvious. They are due to two 
principal causes: (1) The record domestic consump- 
tion of food, the result of full employment at home; 
and (2) Our almost single-handed attempt to feed 
the world. Because of this, USA wholesale prices of 
all foods now average fully 177% of the level pre- 
vailing in 1939. 


Important Subsidiary Causes 


Apart from the two principal factors, there have 
been important subsidiary causes. One of them is the 
Government’s crop support program which un- 
doubtedly must assume a large share of responsi- 
bility for increased food costs. The other is un- 
bridled speculation. Those close to the situation in- 
sist that little progress towards stabilized conditions 
can be made until the heavy speculation in food com- 
modities stops. Too many persons, not normally buy- 
ers of such commodities, have been seeking and mak- 
ing profits by betting that the Marshall plan, and 
the general worldwide food shortage, will make for 
substantially higher prices. 

In the circumstances, revival of controls and ra- 
tioning—as mentioned before—will hardly be the 
thing to correct the situation. At best it would be 
a double-edged weapon since it might revive black 
markets to an extent seldom seen in this country. 
Black market prices might rise dizzily, taking an 
even greater chunk out of consumer income, and 
shortages might be greatly intensified. Probably 
more effective remedies—to the extent that any 
remedy can be effective under today’s conditions, 
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would have to include: (1) Severe restraint of spec- 
ulation; (2) Better timing of Government purchases 
for export to avoid extreme market fluctuations; 
(3) Adoption of voluntary plans by consumers and 
industry—as now proposed—toward elimination of 
excesses in eating and buying habits. And with an 
eye to the broader inflation picture: (4) Holding the 
line on wages, and (5) greater productivity and 
production in every line so as to absorb some of the 
purchasing power that is now helping force up 
food prices. 

In its overall implications, licking the price prob- 
lem—with food prices the key—is essential to eco- 
nomic stability and continued prosperity; it is the 
key to corporate profits, to individual pocketbooks, 
even to political developments. Realistically, chances 
for well-sustained business depend on the answer to 
this basic question: How long and to what extent 
can the consumer’s pocketbook maintain industrial 
profits ? 

The actual rise in living costs is considerably 
greater than the 60% (since 1939) increase indi- 
cated by Government figures. Apart from higher 
outlays for food, clothing and other necessities, the 
unavailability of low-priced goods tends to intensify 
the squeeze on the consumer in the lower income 
brackets. This will be true even should food prices 
stabilize around current levels which would still be 
too high for many at current income rates. From a 
business standpoint, it boils down to this: The price 
rise already witnessed has been so sharp that with 
few exceptions, consumer goods industries cannot 
anticipate any further increase in unit sales, except 
perhaps for a very short time. Prices are simply too 
high for further sales expansion, or even for mainte- 
nance of recent volume in many lines. In that sense, 
even the present price structure is full of defla- 
tionary connotations. Department stores have felt 
this rather acutely; not only dollar sales, but unit 
sales have fallen below those of last year. A similar 
trend is becoming evident in the clothing and shoe 
industries. Unless remedied, the whole range of con- 
sumer goods industries may ultimately feel the im- 
pact and, be it noted, recessions or depressions 
usually start in consumer goods. 


Suggested Remedies 


Though the public has an income double that of 
1939, these dollars at present high prices can buy 
only so much. If necessaries like food absorb far 
more than their normal share and prices for other 
consumer goods also rise, as they have done, it is 
clear that somewhere along the line, the buying of 
wanted items has to stop or be postponed. And it 
cannot be food. Nor will it be just one single other 
item; rather it will affect the whole range of con- 
sumer needs. 

What can business do to prevent such a chain 
reaction? I believe business has many opportunities 
to get back some of the customers who have already 
been priced out of the market, and to prevent others 
from following. Despite higher production costs, ex- 
isting large corporate profits and many new oppor- 
tunities for cost-cutting indicate the existence of 
substantial leeway for price cuts. Recent price in- 
creases for goods have been considerably out of line 
with cost increases which precipitated these price 
boosts. To mention but one item—automobiles. When 
steel prices were raised recently following higher 
steel wages, it was (Please turn to page 54) 
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By PHILLIP DOBBS 


Be he continued high level of production 
d trade in this country, as shown by such overall 
dexes as output, employment, and national income, 
dicate an unusual and gratifying degree of stabil- 
y during the past fifteen months since the ending 
wartime price controls and rationing. Aside from 
e political and economic crisis in Europe, our chief 
rblem has been that of rising prices, caused by 
eheavy postwar demand for goods and the excess 
purchasing power in circulation. Price advances 
most lines other than food products have perhaps 
en no greater than was to be expected in view of 
e increase in wage costs and the curtailment of 
oduction by strikes, reconversion of plants, and 
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nd ‘t terial shortages. Despite this price maladjust- 
pe He nt, the general business situation has given the 
eve; pearance of relative stability. 


In contrast with the overall picture, however, 
ny of the major components have been anything 
t stable. Sweeping changes following the end of 
war have now been virtually completed, and it 
been found, contrary to predictions of wide- 
read unemployment and business depression, that 
heavy cut in government spending was offset 
mptly by increased expenditures by individuals 
( by business. 


chain 
nities 
ready |. 
thers 
S$, @X- 
yppor- 
ce of 
ce in- 


f line Increased Personal Spending 
price 
aE Personal spending increased not only for the new 
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—WHERE SELLERS’ MARKETS CONTINUE 
—WHERE BUYERS’ MARKETS HAVE ARRIVED 














and for services. Business expendi- 
tures increased for plant reconver- 
sion, modernization, and additions, as 
well as for machinery and equipment, 
rebuilding inventories, and financing 
a record-breaking export boom. Total 
national expenditures—personal, busi- 
ness, and government—not only re- 
covered quickly to the wartime peak 
but have soared to new high levels. 

Within the framework of this post- 
war transition of the American econ- 
omy, a series of important changes 
have taken place among the different 
branches of industry. These vary in 
extreme degree, depending principally 
upon the extent to which the indus- 
tries found it necessary to convert 
their plants and their production to 
war materials. 

In some lines, such as food process- 
ing, there was little or no alteration 
during the war, whereas in others, such as automo- 
biles, there was almost 100% conversion. A survey 
of major industries reveals that supply may now 
be considered normal relative to demand in a great 
many lines (and actually excessive in a few); that 
it is approaching normal in others; but that in 
some the demand is not expected to be filled for one 
to several vears. 


Supply-Demand Balance 


In measuring the extent of industrial ‘“stabiliza- 
tion,” the term is used in the sense of supply relative 
to demand, although neither can be measured with 
mathematical accuracy. Demand reflects not only 
current domestic demand and price, but also deferred 
demand, refilling of distribution “pipe lines,” export 
demand, and speculative holdings such as revealed 
recently in food products, raw cotton, certain textile 
goods, automobiles, etc., often carried on bank loans. 

As all of the industries are headed (if they have 
not already arrived) toward the normal “stabiliza- 
tion” of supply vs. demand, certain common trends 
are now becoming apparent. These include a return 
to more competitive conditions, narrowing profit 
margins, rising production costs, greater selling ef- 
forts and more liberal credit terms. 

Narrowing profit margins, to which reference will 
be made later, do not necessarrily imply that earn- 
ings will be poor; in many cases the margins since 
the war have been swelled to abnormal size by tem- 
porary conditions and fortiuitous gains. 
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output through quantity production 
methods. 

Two striking illustrations of the almost overnight 
return to the traditionally keen competition are small 
radios (including radio-phonograph combinations) 
and automobile tires, where prices have been slashed, 
trade-in allowances offered, and where the newer 
companies are faced with a stiff fight for survival. 

Other lines facing increasing competition include 
jewelry, silverware, furs, cosmetics, beer, wine, 
distilled liquors, soft drinks, and phonograph rec- 
ords. Two major war industries—aircraft and ship- 
building—are making progress in scaling down their 
capacity and costs commensurate with probable 
peacetime demand. 


Industries Approaching Normal 


Among the industries grouped as “approaching 
normal” the inclusion of steel is based upon the con- 
tinued heavy production rate and the improvement 
in delivery dates for most products, although sheets 
and pipe are still difficult to get and may remain so 
for a long time.. Likewise the nonferrous metals 
are in better supply, because of the heavy domestic 
production of copper 
vlus duty-free for- 











tentatively 5-10% higher. 
Most building materials are improving in supplj 
as well as in quality. Lumber production is runnin 
above a year ago and is now exceeding shipment 
while new orders are lower. Consumers have 1 
turned to selective buying, and mill yards are holi 
ing lumber for seasoning and standard grading 
Lumber producers are looking to new markets t 
replace those lost during the war to plastics, pape 
and light metals. 


Where Supply Is Improving 


Better paint, and more of it, is available, and tl 
same is true of glass, hardware, tools, and sto 
products such as plaster, roofing, siding, insulatia 
ete. Pulp, paper, and container supply, though stf 
tight, is improving steadily due to high productid 
and the opening of new mills in the southern state 

Industries in which there is still a large unsati 
fied demand are chiefly those producing machine 
and heavy equipment, the manufacture of whif 
during the war was either suspended or diverts 
to military uses. It is reported that the large aut 
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there are heavy backlogs of orders are heavy elec- 
trical generators, motors, and control apparatus, 
agricultural implements, and special-purpose ma- 
chinery—for the food, textile, printing, oil indus- 
tries, etc. General-purpose industrial machinery has 
been hampered marketwise by the disposal of gov- 
ernment surplus, which since the war has accounted 
for about three out of every four machines sold. 


Where Shortages Continue 


Railroads need a great deal of additional equip- 
ment, including modern locomotives, passenger cars, 
Pullmans, freight cars, coal and ore cars, tank cars, 
and refrigerator cars. Some types of office equipment 
—typewriters, bookkeeping machines, adding ma- 
chines, calculating machines — still carry long 
delivery dates. Some heating, plumbing and air con- 
ditioning equipment, especially brass pipe and fit- 
tings, are still hard to get, but nevertheless 
improving. 

In appraising the earnings prospects of companies 
in industries having such wide variation in their 
extent of “stabilization,” the general trend toward 
narrowing profit margins, referred to above, calls 
for special attention. Such trends might, in fact, be 
completely overlooked in the usual comparison of 
earnings for the first half year 1937 with the corre- 
sponding period of 1946, which in the case of many 
companies was in no sense a “corresponding” period 
but one of strikes, reconversion, and material short- 
ages resulting in negligible earnings or staggering 
deficits (often concealed by tax credits). Under such 
circumstances, a ‘high percentage “gain” in earnings 
over last year is meaningless. 

A much more significant measure of earnings is 
the trend by separate quarters, making allowance 
for the abnormally low earnings early in 1946, and 
for the abnormally high earnings later on that were 
inflated by the upsurge in prices combined with 
record business volume. 

Space does not permit details by all major indus- 
tries, but it needs to be emphasized that the post- 
war trend is quite general for relatively good total 
earnings to be maintained through a large volume 
of business—much larger than prewar—on lower 
profit margins. 

Some industries, such as petroleum, have been 
exceptions, in that they have widened margins as 
well as increased volume. Other lines have been ex- 
ceptions in the other direction, due to the squeeze in 
profit margins having more than offset the gain 
in sales volume. 

Most of the merchandising lines are now passing 
into this phase of the cycle; the pressure upon 
earnings is seen in the current statements of the 
chain stores (although least pronounced in gro- 
ceries), department stores, mail order houses, and 
wholesale distributors. 

Narrow profit margins on large volume are not 
entirely a factor of weakness, inasmuch as they 
indicate efficient service to the public and tend to 
discourage new competition. Investors must realize, 
nevertheless, that the narrower the profit margin, 
the more vulnerable a business becomes to having 
net earnings wiped out entirely by only moderate 
changes over which there is little control, such as 
falling off in volume, a forced reduction in selling 
prices, or a rise in operating expenses. 
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In food products, for example, a group of the 
larger manufacturers showed a combined gain of 
50% or more in the first half year 1947 over 1946. 
Analysis of the net profit margins computed on 
quarterly sales, however, shows that 8 out of 10 
of the largest food processors had lower margins in 
the second quarter of 1947 than in the first quarter, 
and the combined average was down from 5.7¢ per 
dollar of sales to 3.8c. There were decreases by Bea- 
trice Foods, Continental Baking, Corn Products, Gen- 
eral Foods, National Biscuit, Standard Brands, Ward 
Baking, and Wesson Oil, and increases (from a de- 
pressed first quarter level) only by General Baking, 
and Pet Milk. 

Another example is iron and steel, where the first 
half year 1947 earnings were 150% or more above 
1946, which was unusually low. What happened in 
1947, however, was that every single one of the ten 
largest steel companies had a lower net profit margin 
in the second quarter than in the first. These in- 
cluded Allegheny Ludlum, Amer. Rolling Mill, Beth- 
lehem Steel, Inland Steel, Jones & Laughlin, National 
Steel, Republic Steel, U. S. Steel, Wheeling Steel, and 
Youngstown Steel, and the average margin was 
down from 8.6c to 6.8¢ per sales dollar. 

In chemicals, the first half 1947 dollar earnings 
were up some 25% over 1946, but the trend of 1947 
profit margins was mixed. Among the ten largest 
chemical companies reporting, there were increases 
from the first to second quarters by Archer-Daniel- 
Midland, Dow Chemical, and Koppers Company, but 
decreases by Air Reduction, du Pont, Hercules Pow- 
der, Interchemical Corporation, Monsanto Chemical, 
Union Carbide, and U. S. Industrial Chemicals, with 
the average down slightly from 8.9¢ to 8.4¢ per 
sales dollar. 








Degree of Stabilization of Supply and Demand 
by Major Industries 
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By JOHN DANA 


7 he complete reorganization and realign- 
ment of world affairs together with the assumption 
by the U.S. of world leadership following the end of 
World War II serves to emphasize the importance 
of our foreign policy — now heading for a crucial 
test—not only in a purely political sense but directly 
and indirectly in the fields of business, economics 
and investment. 

In the past, we have made great efforts to isolate 
ourselves from much of the rest of the world but 
our traditional isolationism was cracked wide open 
after World War I. As a result of the latest war, 
we were forced to concern ourselves with the politi- 
cal, social and economic life of almost every part 
of the globe. This involvement, however inescapable, 
marked a definite break with tradition so far as 
basic policies are concerned. The world for us has 
become small indeed, and we have become very 
thoroughly concerned with its problems and happen- 
ings. We have long passed the stage of debate of 
acceptance of our share of world responsibility, or 
of the far-flung activities of our Government in ful- 
filling it. Needless to say, whatever political de- 
cisions on our part must ensue are bound to affect, 
In ever greater measure, our economy and those 
factors that are part of our economy. 

American business has long recognized the often 
close relationship between political foreign policy 
and economic effect. The investor, too, is becoming 
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increasingly alive to it 
though many still fail to 
realize it fully. He has of 
course become _ thoroughly 
aware of the importance of 
a flourishing export trade to 
our national welfare and to 
the welfare of companies in 
which he may have a finan- 
cial stake. Yet some of the 
more subtle relationships 
may have escaped the atten- 
tion they deserve. Thus 
many may not have been 
aware of the immense im- 
portance of foreign policy to 
the big oil companies with 
huge investments and _in- 
terests in the Near East, 
nor of the importance of 
their investments to our na- 
tional security. If so, they 
were given an object lesson 
only a few days ago when 
the shares of American oil 
concerns with an important 
stake in the Near East area 
declined abruptly on _ the 
New York Stock Exchange 
following Arab threats to re- 
scind oil concessions if the 
U.S. should support a recom- 
mendation of Palestine par- 
tition made by a United 
Nations Commission. While 
the threats probably need 
not be taken too seriously 
and the entire occurrence, 
in retrospect, may seem 
trivial, it is nevertheless a 
wholly valid illustration of 
: how foreign policy can affect 
business and investments. 

Examples of major repercussions of foreign policy 
on American business and investments are not hard 
to find. Take the proposed Marshall plan, primarily 
a political move. It certainly is setting business men 
to trying to work out how much effect it would 
have on our economy though it may be too soon to 
arrive at concrete results. But all around it is 
realized that large scale aid of the kind suggested 
will have important repercussions on our home econ- 
omy, on our export business, on the diverse indus- 
tries and companies that stand to derive benefits or 
will otherwise be affected. The political motives 
behind this proposed program are well known; the 
economic repercussions may be far-flung and in- 
cisive. The same of course was true, and still is, of 
our aid program to Britain, of our foreign loan poli- 
cies toward such countries as France, Italy and 
others. While the immediate object is economic help, 
such help in turn is recognized as a vital factor in 
the implementation of our foreign policy. In many 
areas of the world, our political counter-offensive to 
the Kremlin’s expansionist plans will importantly 
include, if not solely consist of, economic measures, 
and these are bound to affect our economy one way 
or another. Almost every company actively en- 
gaged in foreign trade will feel the effects. 

From a business standpoint, these measures so 
far have been highly stimulating; exports have been 
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soaring and this activity was a welcome prop to our 
overall economy, quite apart from other repercus- 
sions. In the future as well as in the past, one can 
look for a very direct relationship between, say, our 
Russian policy and our economic policy. By the same 
token, as our position and stake in world affairs 
grows, SO will the stature of many corporations with 
active interests abroad. Generally speaking, the 
postwar world has offered American business a chal- 
lenging opportunity for aggresive expansion abroad 
and for profitable investment in foreign productive 
enterprise, but in this connection particularly, 
political policy will always have a considerable in- 
fluence on the ultimate profitability and success, or 
lack of it, of such undertakings. For those who dis- 
regard the hard facts of political and economic 
trends, or for those who put their eggs in the wrong 
foreign basket, there is likely to be a disappointment 
and loss as shifting policies, and reaction to such 
policies, create new and different situations. 


Possible Effects 


The very aid that we now furnish for the recon- 
struction of European countries will in time restore 
their competitive position to the detriment of cer- 
tain of our own industries and companies. While no 
one questions the wisdom of our aid program as a 
whole—if only in our own interest—such ultimate 
results must be anticipated. A really effective aid 
program sooner or later must include tariff revisions 
to facilitate greater imports of foreign goods and 
such competition, now lacking, can hardly fail to 
leave its mark on certain areas of our domestic 
economy. To the investor, this can be no matter of 
indifference; if he is unfortunate in the choice of 
his investments, it may hit him right in the pocket- 
book, just as anything that will affect the flow of 
exports may have a significant bearing on his in- 
vestments if they include the shares of companies 
actively catering to the foreign field. For the time 
being and probably for some time to come, of course, 
he is more likely to gain than lose but in the long 
run, he may find it to his advantage to watch for 
changing trends or, better still, for policies that may 
bring about a change in trends. 

The much publicized ‘dollar shortage” has em- 
phasized the abnormal and unstable character of 
the large volume of our export trade; anything that 
may affect this situation is therefore highly im- 
portant not only to exporters but to the makers of 
export goods. Political decisions such as those under- 
lying the Marshall approach asume highest impor- 
tance. So does, over the longer term, our decision 
to build up the war-torn economies of former enemy 
countries. Rebuilding the German industry will ulti- 
mately mean greater competition for American man- 
ufacturers in such fields as chemicals, pharmaceu- 
ticals, textiles, machinery, surgical and dental 
instruments, chinaware, jewelry, optical and photo- 
graphic goods. Our decision to put the Japanese 
economy back on a working basis will certainly 
imply larger American imports of ceramics, certain 
chemicals and pharmaceuticals, cosmetics, light 
bulbs, linen goods, silk, paper and paper products, 
toys and other things. Ultimately, the American 
industry in these areas must look for greater com- 
petition both at home and abroad—the direct result 
of our political decisions, however justified and 
urgent these may be. 
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Specific Examples 


In the accompanying table, we have listed a num- 
ber of companies which are vitally interested in the 
foreign situation. The list, by no means all-inclusive, 
shows concerns which, like the railroad’ equipment, 
farm equipment and other companies, do a large 
export business or have sizable foreign orders in 
prospect. It additionally shows companies, as indi- 
cated in the tabulation, with substantial properties 
abroad. Still others, like the shipping companies, 
profit largely from foreign trade and their earnings 
are dependent on the volume of commercial inter- 
course between the U.S. and foreign countries. The 
properties of some like Cerro de Pasco and Swift 
International are located exclusively outside of the 
United States. All of them, in one way or another, 
have an important stake in foreign trade and any- 
thing that affects world trade. 

One force which can aid tremendously in world 
recovery is the resumption of direct investments of 
private capital in foreign (Please turn to page 54) 











Earnings Per Common Share 
Pre-war WarPeriod Foreign 
Avge. Avge. Post War Current Trade | 
Company 1938-41 1942-45 1946 Price Factor | 
| Amer. Car & Foundry... d$1.61(g) $7.57(g): $5.54(g) 44! A 
Amer. Export Lines . 15.76 5.47 3.68 17 B 
Amer. Locomotive ........ 63 2.90 3.04 20% rN 
| Anaconda Copper M....... 3.12 3.51 2.75 34!/, C 
Baldwin Locomotive ....... 1.19 3.37 2.63 16!/ A 
Case (J. 1.) Co. . ¢1.90B  {2.42B  TI.07B 37 A 
Cerro de Pasco Copper 2.15 1.76 1.48 30 D 
Chrysler Corp. ....... . $3.84 2.91 {3.09T 58! A 
Colgate-Palmolive . . 2.64 3.05 7.14 46!/, A 
Eastman Kodak ....... 1.67 1.81 $2.85 43|/, A 
General Electric ...... 1.58 1.71 1.49T 353% A 
General Foods ......... 2.74 2.36 3.25 38 S 
General Motors : 3.73 3.63 1.76T 57! Cc 
Gillette Safety Razor... .74 1.21 4.55 283% Cc 
Gulf Oil Corp... 2.31 3.84 642 674 €£ 
Int. Business Mach... $6.46 t7.12 13.10 215 A 
Int. Harvester .. 3.50(b) 4.67(b) 3.91(b) 84% A 
Int. Petroleum... 1.02 1.06 57 10!/ E 
inf. Tek & Tol... 38 89 d1.57 11% B 
| Kennecott Copper ... 3.46 3.78 2.13 ae C 
| Moore McCorm. Lines N.R. N.R. 5.10 295g B 
| Pantepec Oil . 09(e) .38(e) .7I 9 E 
| Parke, Davis & Co.. . 1.74 1.53 2.73 37!) A 
Pulniaw, Inés. 2 |UD 3.42 .64 52%, A 
Remington Rand, ines ¢.62 .f) f1.20(f) fI.5I(f) 14'/, A 
Socony-Vacuum Oil 1.23 ‘37 1.87 16 E | 
| Squibb & Sons (E. R.) t1.33(a) f1.49(a} 3.01 (a) 32% A 
\Stand. Oil (Calif.).... «11.96» 3.18 si. IS  58%—~C*«CE 
Stand. Oil (N. J.).... 3.95 472 650 73% € 
| Sterling Drug ......... {3.20 $2.26 3.60 37', A 
| Swift International ..... 10.90(c) 11.37(c) 15.14(c) 22% D 
ilexas Co... = #26 4.13 6.32 54!/, E 
| United Fruit _. F157 Per? 451 525%, 8B 
Gece binesen NER 1.24 4.92 19 B 
| U. S. Rubber... _ 294 435 10.23 44 C 
| Westinghouse Electric... $1.43 1.75 5T 265% A 
| FOREIGN TRADE FACTORS: 
| A—Doing large export business. 
| B—Important beneficiary of foreign trade. 
| C—Substantial property investments abroad. 
| D—All or most of properties located abroad. 
| E—Large oil properties in Near East and/or Latin America. 
N.R.—Not reported. T—Includes carryback tax credit. 
| {t—Adjusted. d—Deficit. (a)—Years ending June 30. 
| (b)—Years ending Oct. 31. (c)—In Argentine pesos. 
| (e)—On American shares. (f}—Years ending March 31. 
| (g)—Years ending April 30. 
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Happening In We ashington 





By E. 


CONTROVERSY over whether a special session of 
congress should be called to stave off suffering in 
Europe has been intensified, rather than removed, 
by President Truman’s call to committees to collate 
their findings and prepare an agenda for a possible 
summons to the Capital around December 1. The 
White House and republican spokesmen alike are 





WASHINGTON SEES: 


The State Department and economists in other 
branches of the government see increasing proofs 
that Russia is stalling off the workings of UN in 
the expectation, and hope, that depression will 
set in here and remove the single weapon the 
democracies are now employing in the world-wide 
diplomatic fight — the power of the American 
dollar. 


No doubt exists in the higher echelon of di- 
plomacy and the military that the Kremlin is de- 
termined to prove at Lake Success that the United 
States and Great Britain can be humiliated with- 
out any return other than stodgy diplomatic notes. 
The idea apparently is catching on among the 
satellites and the countries which look to Moscow 
for the stop and go signals. 


At Trieste, it is instanced, the campaign of 
pushing Uncle Sam around culminated in the ar- 
rest of three United States soldiers, and the refusal 
of Tito’s men even to permit a Member of Congress 
to talk with one of the soldiers, a constituent. 
Opinion is growing in the military establishment 
that the only answer is a larger garrison. 


The British made only mild protest when the 
Albanians placed mines near Corfu, blew up an 
English ship, with fatalities. The blast of a United 
States ship is explained away as a stray mine 
that escaped our sweepers. 


The American dollar still is a powerful force 
among the smaller nations. Agreement is general 
on Capitol Hill it must be used more freely; mainly 
because the lawmakers shudder at thought of the 
alternative. 
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K. T. 
seeking reasons to avoid a call. Politics-minded aides 
are urging the President to take the steps to drama- 
tize the “GOP error” of wiping out OPA. Speaker 
Martin believes delay works in favor of added House 
prestige in handling foreign affairs. Both sides think 
December 1 is too close to regular meeting date to 
accomplish anything. But public pressure has been 
terrific, may be powerful enough to attain its end. 


IMPORTANT results are not expected to flow from 
the National Conference of Governors which consid- 
ered setting up borders of taxing jurisdiction be- 
tween the federal and state governments. The wis- 
dom of re-definition is agreed upon but neither side 
is willing to give appreciable ground. State officials 
originated the idea of such a conference, yet the 
record shows 3.4 billion dollars less in federal taxes 
collected in 1946 than in 1945 while the states took 
in 200 million dollars more. These figures don’t 
begin to tell the real story of taxation: 1946 overall 
collections were almost four times as high as they 
were in 1939. 


WAR’S END seems still far away if federal payrolls 
are to be the measure. Two years after V-J Day, 
there still are 911,119 temporary and war service 
employees being paid. And occasional news stories 
telling of personnel reductions in named depart- 
ments don’t mean a thing. When one agency folds up 
another almost invariably gobbles up the released 
workers. It’s based on government policy to shift the 
displaced employees into new or expanding depart- 
ments rather than to recruit, from the outside, per- 
sonnel who may be more experienced or trained in 
the skills for which openings arise. 


TAFT PROPOSAL to push for speedy passage of so- 
cial legislation in the next congress marks a major 
change in policy. The Ohio senator and obvious Pres- 
idential aspirant grouped relief proposals under a 
bill of his own sponsorship in the last session but— 
and this accusation comes at least as much from his 
own side of the senate aisle as from the democrats— 
he “sat on it.” Taft has not toured the southern 
states. His last try for the Presidential nomination 
showed his strength was concentrated there, un- 
doubtedly still is. So his proposal for state-controlled, 
federally subsidized social legislation is taken as his 
sop to “states rights” advocates. 
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Food, already dominating worldwide diplomacy, 
moved in t in to captur e the domestic scene. And the issue 
put down; it will GO sailing into the campaign 
der the impetus tus of charges and recriminations being 
led by political foes at one another. 


Ironically, the very thing which accounted most 
for the defeat of democrats in last year's election -- . the 
OPA =~ =- has the the republicans hanging on the ropes today. 
They admit “it, and they would be more comfortable if 
Senator Robert A. Taft would give his "non political” 
tour a whilrwind finish and come home. While he's on the 


road, the GOP is a target. 


Even Taft stalwarts say the Ohioan did himself 
more harm than good on his trip. His presence in organized 
labor centers and elsewhere furnished the incentive for foes of the GOP-controlled 
Congress to begin organizing. Greatest faux pas of the Taft trip was the careless use 
of pronouns. Instead of "we" must eat less, he said "they" (the general public) must 
eat less. And he said it over a banquet table! 


The Administration was first in the field with the "eat less" suggestion. It 


wasn’t urged, , merely recommended. Now. that the republicans have taken it up, the 
White House is ordering an all-out campaign to popularize the idea. 
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Food experts in the Department of Agriculture say the consumer, not legis- 
lation or propaganda, holds the answer to much of the problem. That is, if export 
procurement and shipments are geared realistically to what this country can spare. 
The rash of housewives strikes and CIO stores has already cleared and suppliers say 
there is plenty of squawking but very little outright refusal to pay prevailing prices. 




















Chester Bowles is again becoming articulate, mostly along the "I-told-you-so" 
line. But government agancies have picked over the skeleton of control left to 
them by Congress and agree there isn't enough substance left to fill any practical 
purpose. Meanwhile they report evidence that many items are coming off the shelves, 
going back under the counter. 

















Senators and Representatives returning from Europe are just about unanimously 
in favor of continuing existing export controls after Feb. 28, 1948, the present 
expiration date. Legislation will be introduced when Congress convened, will be 
rushed through to early passage. 


Importance of that legislation cannot be overestimated. It's the only tool 
left to police even partially the prices of wheat and flour, among other commodities, 
to protect domestic supplies. 





























Differences of opinion will be found on Capitol Hill. Some influential mem- 
bers place exports high on the pinky of factors necessary to keep our sng intact. 








They ask, too, isnt’ it good Saltese to lend five billion dollars a phe Sok keep ep U. S. 
exports at a twelve billion dollar level -- to preserve a going business abroad in- 
stead of encouraging a bankrupt one? 

















As indicated above, Washington talk still revolves about billions, not millions 
of dollars. That's understandable when it is remembered foreign commitments by the 
United States stand at 25 billion dollars. That's promises, not payments. For in- 
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stance, none of the $5.9 billions promised to Bretton Woods has been doled out, and 
the $3.5 billions in the Export-Import Bank is capitalization, not executed lendings, 


Heavy fines against six American ball bearing companies and officials of two 
of them, were cited here as proof that the Department of Justice means business in its 
antitrust law enforcement drive. The companies were charged with conspiring to fix 
prices. Not stressed, however, is the fact that the indictments and pleas were entered 
18 months ago. And that's not unusually slow for Sherman Act proceedings. 














While attention centers upon the doings of the Department of Justice, over- 
looked is the swifter processes of the Federal Trade Commission whose aim at big 
business seems uncommonly true. Hearings on charges of unfair trade practice 
scheduled for one week in September, included such names as Sterling Drug, Inc., 
American Tobacco Co., Standard Brands, Inc., Cello-Plastic Chemical Co. 














There's a hint here of federal legislation to limit the profits of middlemen 
in the building materials industry, eliminate that part of the present setup com- 
pletely, if possible. Senator McCarthy of Wisconsin, who dominates the Senate-House 
probe of the building industry, dropped the hint he has such a measure in mind. 

















McCarthy faces certain defeat on another proposition. He proposes a uniform 
building code removing local restrictions which, he claims, are a deterrent to home 
construction. States and cities wouldn't be required to adopt it, but...if they don't, 
McCarthy would have Congress withhold from the non-cooperating community, all federal 
money grants for roads, airports, health and other projects. | 


Life insurance companies are stepping up their interest in rental housing 
projects. A representative of Prudential, addressing the Chamber of Commerce urban 
conference here, described the field as rich in "stability of investment." 









































Heard also during the meetings was the plan of a New England insurance com- 
pany, in cooperation with a large steel producer, under which the insurance company 
would underwrite home building projects, the steel company would guarantee an agreed 
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being self-supporting after that period of time. The houses would-be built on in- 
dustrial plant sites, for plant workers occupancy. 








Rep. John Taber, economy-minded chairman of the appropriations committee, is 
setting up insurance against last-minute compromises and log-rolling to get appropri- 
ation bills enacted in time. Last year, several were still in conference when the 
new fiscal year began. It led to added costs, some "deals" to buy off the opposition. 
of Congressmen with pet projects. 
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agencies and depeartments to be ready for conferences on 1949 funds, by Dec. 1. 
They'll be called up for explanations and justifications and, Taber promises, the 
bills will be ready months earlier than last year's. 











"Had Enough?", the devestating campaign slogan which helped rush the demo- 
crats down the road to defeat only one year ago is being dusted off by the Democratic 
National Committee and will be turned on the party that coined it, backed by figures 
on. increased living cost and commentaries on the work of the republican-controlled 
Congress. Democratic party leaders are becoming more vocal, republicans more quiet. 
Optimism or the lack of it, is the reason. 
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INFLATION — 


... around the world... 








3 here is a 
growing convic- 
tioninthiscountry 
as well as abroad, 
that the real ob- 
stacle to the re- 
habilitation of the 
world, and of 
Western Europe 
in particular, is 
not the shortage 
of dollars, but 
under-production. 
Communist en- 
croachments can- 
not be held back 
by dollar loans 
alone. Unless for- 
eign countries put their own houses in order and 
remove obstacles to increased production, the as- 
sistance contemplated under a Marshall Plan will 
be dissipated just as much as the loans, credits, and 
grants already given. 

At this stage of world rehabilitation, the princi- 
pal obstacle to increased production in Europe, the 
Far East, and even in some Latin American coun- 
tries is inflationary pressure. Inflation — the lack 
of balance between grossly inflated purchasing 
power and an insufficient supply of goods — is a 
serious hindrance to foreign trade. It acts as a 
brake on exports and attracts imports. Inflation con- 
tributes substantially to the heavy drafts on mone- 
tary reserves no matter how much these are sup- 
plemented by loans and credits. Inflation is particu- 
larly vicious in combination with current collectivist 
practices in Europe: the planning of extravagant 
social reforms, the expansion of bureaucratic ma- 
chines, and interference in business affairs. In such 
a combination, inflation leads to unbalanced produc- 
tion, progressive disorder and eventual stagnation. 
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HOROTH 


By trying to en- 
force fictitious 
values put on 
goods, wages, and 
foreign curren- 
cies, the govern- 
ments usually end 
up by creating 
lack of confidence 
in money, by dis- 
couraging sav- 
ings, and by sti- 
fling initiative to 
produce not only 
on the part of the 
worker, but on 
the part of man- 
agement as well. 

It was hoped, when the war ended, that the ex- 
pansion in the production of consumer goods and a 
freer international trade would check inflationary 
pressures all over the world. But the opposite has 
happened in a great majority of countries. Huge 
deficits caused either by the financing of expensive 
socialist experiments, by food subsidies, or the re- 
building of devastated areas, have kept on creating 
purchasing power faster than goods could be pro- 
duced. Because the governing regimes have been 
too weak politically and on the defensive against 
communism, they have in most cases failed to set 
up adequate tax systems to mop up the excess 
purchasing power. 

The first of the accompanying tables shows the 
effect of the continuing inflationary pressure on 
prices and costs. Out of some 45 countries, only 10 
were able to hold or lower their prices during the 
postwar period. In four countries at least (the 
United States among them), the postwar rise of 
prices was greater than the wartime rise. Despite 
this, the United States is one of the few countries 


Photo by British Combine 
Extreme inflation such as experienced in many countries 
throughout the world is causing poverty and untold mis- 
ery. Drastic steps will be required to re-attain stability. 
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where the prices 
have risen least 
during the past ten 
years. In only four 
countries have prices 
advanced less than 
in the United States. 

A serious drop in 
European food sup- 
plies during the 
coming months will 
make the lack of 
balance between 
purchasing power 
and available goods 
even worse than at 
present. There will 
have to be more 
controls — to make 
all share the gen- 
eral misery more 
equally, as it has 
been facetiously said 
— and there will be 


























Wartime and Postwar Price Increases 
Type of Base June June Increase 
Index 1937 1945 1947 Wartime Postwar 
nited States WP_ 100 123 171 + 23 + 39 
—— WP_ 100 124 151 + 24 + 22 
United Kingdom WP _ 100 157 175 a Sb7 + 1 
Australia WP 100 141 148 + 4 + 5 
| New Zealand WP_ 100 155 156(a) + 55 + 1 
\South Africa WP 100 158 169 ++ 58 + 7 
Argentina WP_ 100 193 220 + 93 + 14 
| Bolivia CL 100 480 619(b) + 380 + 29 
| Brazil CL 100 197 231 c) + 97 + 17 
| Chile WP 100 196 281(d) + 96 + 43 
| Costa Rica W P 100 188 227 + 88 + 21 
Dominican Rep. WP e) 200 296 + 100 + 48 
Cuba CL (f) 200. 236(g) + 100 +18 
Colombia CL 100 192 244(d) + 92 + 27 
Mexico WP 100 211 255 + Il + 21 
Peru WP 100 220 313 + 120 + 42 
Puerto Rico CL 100 155 208 + 55 + 34 
Uruguay CL 100 137 165(h) + 37 + 20 
Venezuela WP _ 100 144 162 + 44 + 13 
Paraguay CL. 1) 213 275(i) + 113 + 29 
| Austria cL f) 128 239 + 28 + 87 
lreland WP 100 198 207 + 98 + § 
Denmark WP _ 100 179 193 + 79 + 8 
France WP 100 375 904 + 275 +141 | 
Italy WP (f) 5,310 | 
| Netherlands WP 100 155 249 + 55 + 6l 
| Norway WP 100 176 172 + 76 — 2 
| Portugal WP _ 100 233 239 + 33 5 a, 
| Sweden WP 100 173 174(d) + 73 + 1 
| Switzerland WP_ 100 199 200 + 99 + | 
| Spain WP_ 100 257 358(a) + 157 + 39 
| Luxembourg cL 100 223 278 + 123 +25 
| Turkey WP 100 434 407 + 334 — 6 
| Bulgaria WP _ 100 592 713(a) + 492 + 20 
| Finland WP_ 100 314 640 + 214 +104 
|Czechoslovakia WP 100 153 304 + 53 + 9 
| Hungary WP_ 100 489 
| Poland cL 100 7,643 15,769 +7,543 +106 
| Egypt WP_ 100 320 296 + 220 — 8 
| Lebanon WP 100 =1,046 781 + 946 — 25 
| Palestine WP 100 283 305 + 183 + 8 
| India WP 100 224 280 + 1244 +25 
Japan CL 100 
| Philippines CL 100 825 402 + 725 — 5! | 
| Iran cL 100 778 679'a) + 678 — 13 
| (a)—Apr.'47.  (b)—March'47. (c)—Dec."46. (d)—May ‘47. | 
| te)—1941=100. (#)—1938=100. (g)—Oct.'46. (h)—Jan. °47. | 
(i) —Feb. '47. 
| Source—Stat. Office of the United Nations. 
| Note: W P—Wholesale price index; C L—Cost of living index. 
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less initiative to 
work for money 
that cannot buy 
much more than a 
few rationed foods 
and consumer goods. 

The deadening ef- 
fect of inflation and 
of the vast govern- 
ment apparatus to 
keep it under con- 
trol is illustrated by 
the situation that 
has developed in 
Great Britain. There 
the wages have 
risen much more 
than the prices of 
rationed goods that 
the Labor Govern- 
ment is maintaining 
at a low level by a 
system of heavy 
government _ subsi- 
dies. One reason 
why the Govern- 
ment cannot get the miners to work is that the 
cost of rations absorbs only a small part of their 
earnings. Since there is little else available — except 
in the way of amusement and betting — leisure 
becomes more desirable than money. 


The irony of the situation is that the British 
Government, although more successful than the 
French, the Dutch and even our American Govern- 
ment in keeping the prices down, has irreparably 
lowered the morale of the worker. Writing in the 
“Lloyds Bank Review,” Professor J. Jewkes of the 
University of Manchester has this to say: “We 
succeeded merely in preventing the vicious upward 
spiral of prices at the cost of having a vicious down- 
ward spiral of productivity . . . The vicious down- 
ward productivity spiral will not be avoided by 
appeals to the community to work harder. It is futile 
to expect individuals to work harder unless each one 
feels that his own standard of consumption depends 
on his own efforts. 


Photo by British Combine 
In China, inflation has been most extreme. 


Loss of Confidence in France 


Too much purchasing power in the home market 
has also interfered with British exports. Practically 
anything that is produced in Great Britain can be 
sold at home for prices as good or better than 
abroad. As a consequence, British exporters have 
not exerted themselves to sell abroad, particularly 
in the hard currency areas. 


While the British have lost much of their will to 
work, they have not yet lost their confidence in 
their currency. In France, in contrast, the people 
have lost not only much of their will to work as a 
result of inflation, but also their confidence in the 
france. While prices have been spiraling upward — 
they are now some 800 per cent above the 1937 
level — the French Government has insisted on 
maintaining the france at a fictitious value. For a 
while the overvaluation of the franc was undoubt- 
edly beneficial. It attracted imports, thereby in- 
creasing the pool of goods at home. The effect 
should have been deflationary, had it not been for 
continuous heavy deficits of the French Government 
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wer. 

The overvaluation of the franc has made the gap 
in the French balance of payment worse than it 
actually might have been. Not only have the French 
people greatly expanded purchasing power, but 
everybody is anxious to buy more advantageously 
abroad. Under this pressure, French gold reserves 
have been practically dissipated. There is less than 
$500 million left compared with some $2,000 million 
when the war ended. Some $3,500 million of foreign 
loans and credits have been spent. Some of the dol- 
lars that we provided went into the proverbial stock- 
ings and mattresses, or bought gold in Switzerland. 
It is estimated that Frenchmen have between $3 
and $5 billion in gold and dollars hoarded either at 
home or abroad. 


Restoration of Confidence Essential 


If further aid is not to be wasted, France, Italy, 
the Netherlands, Greece, and other Western Euro- 
pean countries must restore confidence in their cur- 
rencies. They must encourage the habit of saving. 
Once currencies are stabilized, the vast amounts of 
hoarded gold and dollars will come out of hiding and 
will render further borrowing of dollars and gold 
abroad unnecessary. 

The first step in the restoration of confidence 
should be the devaluation of the currency to a level 
which corresponds to the real purchasing power of 
the currency. That may be somewhere near the pres- 


‘ent so-called free or black market rate. The second 


of the accompanying tables shows the gaps that 
exist between the official and black market rates. 


‘In some countries, in Italy, for example, the Gov- 


ernment has already been lowering the official rate, 
bringing it closer to the black market rate. 

However, devaluation in itself is not going to en- 
gender confidence. The stopping 


had been regarded as “just around the corner,” it was 
demonstrated during the past few weeks that the 
inflationary spiral is having another turn. Even if 
relatively short-lived, another spurt in prices here 
could have serious effects here as well as abroad. 
Higher food prices could easily curtail the urban 
population’s spending for certain consumer goods 
at a time when the contraction of exports may affect 
the very same lines. Higher prices here — because 
of the sheer weight of the American economy — 
would undoubtedly exert upward pressure on prices 
abroad, just as it happened in the Summer of 1946 
when we let our price controls go. Should this occur 
at a time when foreign countries are trying to stabi- 
lize their prices and currencies, such a development 
would be far from helpful. 


A further rise in American prices would be par- 
ticularly serious for Canada whose imports from us 
are nearly double her exports to the U.S. The 
Canadian trade deficit, running at present at the 
annual rate of about $1 billion, would get even 
larger. Such a development would almost certainly 
lead to drastic restriction of Canadian imports from 
this country and possibly even to the revaluation 
of the Canadian dollar. Since practically all Canadian 
industries must import something from this coun- 
try, a restriction of imports could be quite serious 
for the Canadian economy. 


Inflation in Latin America was originally brought 
about by external factors. The wartime excess of 
exports created purchasing power for which there 
was no outlet, since consumer goods were unob- 
tainable. Everything else remaining equal, the fact 
that goods are now obtainable and that Latin Amer- 
ican imports are about three times as heavy as 
before the war should have brought about deflation 
and a decline in prices. (Please turn to page 46) 












































of inflation by: eliminating budg- ors momen epenen cere C TINIE = 
etary deficits and, in some coun- Foreign Exchange Rates: Official and Black Market 
tries (Italy), also by fiscal re- Actual Quotations — Index — 
forms are absolutely necessary. In National Currencies Dec. 1938 July 1947 Dec.1938 July 1947, | 
There must be at least some re- Per U.S. Dollar Official Official Black Official Official Black | 
lf from the oppressive system — iceede, field) 488 Slo al Sa 
’ : oo oe ustralia poun : : ; 
of controls that stifle the initia- South Africa pound) 0.205 0.248 0.285 —-100 121 138 
tive of the worker and of man- Egypt (pound) 0.200 0.242 0.330 —‘100 121 165 
agement. Ireland (pound) 0.205 0.248 0.310 100 121 151 
, F Palesti d 0.205 0.248 0.313 100 121 152 
i — Pasco this = Great Britain 7 0.205 0.248 0.345 100 121 168 
scription is that goods must be France (franc) 38 119 280 100 312 736 
available even if at higher Belgium (franc) 27.7 43.8 4.50 100 158 162 
prices, so that the people, to buy Netherlands | guilder) 1.84 2.65 5.50 100 144 298 
th ld b red Norway (krone) 4.26 4.96 7.00 100 116 164 
: sn pes 7 a = Denmark (krone), 4.80 4.80 7.00 100 100 145 
reater efforts. Also, a drastic Sweden (krona) 4.51 3.60 4.00 100 86 95 
monetary and fiscal reform re- Switzerland Res 4.42 4.30 3.80 100 97 86 
uir ae “ Spain peseta) 11.0 11.0 33.0 100 100 300 
tages oe agggiod Figg Portugal (escudo) 23.5 25.0 25.0 100 106 106 | 
70m everybody, and tne ques- Finland (markka) 49 135 380 100 278 780 | 
tion is whether the present re- Czechoslovakia koruna) 29.3 50 120 100 171 410 | 
gimes in Western Europe are Poland (zloty) 5.3 100 1000 100 1,886 18,860 | 
strong enough to ask their Italy (lira) 19 225 700 100 1,183 (3,680 | 
. a Roumania (leu) 137 650,000 3,000,000 100 
haggi for such sacrifices. Un- Argentina (peso) 4.40 4.10 4.70 100 93 107 | 
ess we are tactful in forcing Uruguay (peso) 2.80 1.80 2.00 100 64 71 | 
fiscal and monetary reforms on Peru (sol) 4.9 6.5 16.0 100 135 330 | 
the Western Europeans in re- Brazil (cruzeiro) 17.1 19.4 21.0 100 114 123 
. . ‘ . Ecuador sucre} 14.5 13.5 18.0 100 93 125 
for poe age one ag we oar Colombo (peso) 1.75 1.75 2.40 100 100 135 
ourselves dealing not with Chile (peso) 32.0 32.0 54.0 100 100 168 
the present regimes, but their Mexico (peso) 5.0 5.0 5.5 100 100 110 
successors. Sources: League of Nations; Money & Banking Supplement. 
Although some months ago po ew quotations: Grussi Co. Monthly Letters, newspaper reports 
deflation in the United States . : — - 
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CONVERTIBLE 





AS INVESTMENT HEDGES 
IN TODAY'S MARKET 


By STANLEY DEVLIN 


nder today’s uncertain economic and 
market conditions, many investors are puzzled how 
to employ their funds with relative safety, a fair 
yield and yet without undue sacrifice of appreciation 
potentials. We have purposely listed these three ob- 
jectives in the order given, to indicate the impor- 
tance generally accorded to them by the special 
group of investors we have in mind. Quite evidently 
such investors, while distrusting the stability of 
good common stocks for the medium term pull, are 
reluctant to surrender the opportunities they provide 
for possible price enhancement later on. As one way 
out of the dilemma, we suggest that they examine 
the opportunities offered by good grade convertible 
preferred stocks. 
A well assured income from many convertible 
preference issues, relatively modest as it might ap- 


pear at a time like the present when yields from | 


equities are more inviting, may be more desirable 
than that from prime bonds or none at all. Owner- 
ship of carefully selected convertible senior stocks 
holds the additional attraction of potential enhance- 
ment in price, without regard for the yield factor, 
should the common stocks for which they may be 
exchanged develop a price uptrend. Conversely, in 
the event of a major decline of prices for common 
stocks, the yield factor tends to militate against a 
correspondingly serious drop in price. In other 
words, while convertible preferreds can and do ex- 
hibit a certain degree of volatility, the rate of in- 
come from them serves to place a floor upon their 
prices, although theoretically at least, no ceiling 
exists on the up side. In times of general market 
uncertainty, this would seem to be a decided ad- 
vantage, at least balancing the relatively greater 
appreciation potentials of common stocks. All said, 
while there are divergent opinions as to the desir- 
ability of convertible preferreds as a medium for 
long term investment, it must be conceded that to 
bridge over a period such as the present one, until 
the economic air clears, there is much to be said in 
their favor. 
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PREFERREDS 


Another factor, too, lends timeliness to 
the consideration of convertible prefer- 
ence stocks. The process of making wise 
selections in this special medium involves 

far more complexities than in the case of 

ordinary preferreds, a matter that we will 

presently point out in greater detail. One 
of these factors, though, deserves special stress for 
its adverse features have been ameliorated consid- 
erably during the past several years. Most of the 
preferreds are redeemable at a fixed call price; still 
we find that this is often exceeded by the market 
price. Frequently this implies a definite gamble that 
the preferred will not be called. As an example, if 
the senior issue can be retired at any time at 105, 
yet is selling at 120, perhaps with no immediate con- 
vertible advantage, its holders stand to lose $15 per 
share if it is redeemed. Should it be possible to con- 
vert into the common, of course, the loss would be 
restricted to the difference between the market price 
for the preferred and its parity with the common. 
Speculative influences often create a premium for 
the senior issue compared with parity. During the 
easy money markets of the past few years, a great 
wave of refunding higher rate preferreds with lower 
rate issues has resulted in widespread redemptions 
of the senior issues at original call prices. As mat- 
ters stand now, though, so many concerns have 
revised their capital structures with low-dividend 
preferreds, that the risk of further redemptions ap.- 
pears much eased. In this respect, buyers of the 
convertibles today have less to worry about than a 
few years ago, although the hazard has not been 
entirely eliminated. 


Conversion Terms Important 


Aside from consideration of redemption possibil- 
ities, the conversion terms deserve the closest 
scrutiny. The privilege of conversion itself often will 
be found to terminate at such an early date as to 
negate, or minimize at least, the speculative factor. 
Then again, the date when conversion may becomé 
feasible may be so distant as to render the conver: 
sion privilege virtually valueless. Often, the terms of 
conversion change from time to time, necessitating 
frequent reappraisal of its merits. Considering that 
all the usual care must be taken in studying the 
ordinary investment fundamentals, such as factor’ 
of industry, the company’s financial status, earnings 
and record, not to mention yield upon the preference 
shares, it will be realized that the selection of 4 
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desirable convertible issue is by no means as simple 
as it might seem at first thought. 

Tied in with all the other forms of analysis dis- 
cussed is the transcendent one of speculative poten- 
tials for the equities into which the preferred is 
convertible at one time or another. The number of 
shares involved, their relative par values, is one 
thing, but more important is the possible future 
price performance of the common, based upon earn- 
ings and dividend prospects rather than on technical 


An Example 


To illustrate some of the various influencing fac- 
tors we have been discussing, take the $3.50 con- 
vertible second preferred stock of Burlington Mills 
Corporation. This largest producer of rayon fabrics 
in the United States has experienced about a five- 
fold expansion in volume during the past decade, 
and current operations are on a peak level. Earnings 
gains, though not spectacular, have been consistent. 



























































stock market considerations. It is here that poten- Though ranking prior to the second preferred are 
tials for price appreciation in the senior issue rest, $15 million term debentures and 200,000 shares of 
all other things equal. In effect, any study of con- first preferred, net earnings applicable to the junior 
vertible preferreds must include an intelligent ap- preference shares are ample to justify confidence in 
praisal of equity issue as well. dividend stability. During the nine months ended 
To assist our readers to whom the medium under June 30, 1947 earnings equalled $177.63 per share. 
discussion seems to offer an answer to their current At a recent price of 90, the yield of 3.9% seems cer- 
investment problems, either in providing an outlet tain of dependability. At any time between now and 
sia for idle funds or a hedge against current uncer- March 1, 1951 this preferred stock may be converted 
nef °} tainties by temporarily shifting holdings from com- into four common shares, and thereafter into 3.6 
rerer-— mon stocks into convertible preferreds, we append shares. As the common is presently selling around 
be: a statistical summary of issues selected for their 19, the parity price for an exchange would thus be 
10 a sound fundamentals and appreciation potentials. In 76 at the moment. When the common shares sold at 
ise 7 making our choice from quite a sizable list, we have their 1947 peak of 22 earlier in the year, the parity 
ee attempted to narrow the number of preferreds to price was 88 and at that time the price of the 
‘a issues not too far removed from conversion parity. convertible preferred rose to 100, showing that in- 
38 4. To put it another way, we have omitted issues where vestors were willing to pay 12 points premium for 
rye the status of the common in relation to the pre- the conversion privilege. During the bull market in 
. till ferred indicates a long wait before the conversion the spring of 1946, when the common rose to 26%, 
; a privilege could become of value. Also, our aim has the conv ertible preferred responded with a spurt 
ihe been to choose senior issues offering safe and rea- to 119%4, at which price the yield was less than 3%, 
‘" " sonably satisfactory yield, a long term opportunity and the parity price 10744. But When the com- 
vos in which to exercise the conversion privilege, and mon declined to its 1947 iow of 14 to establish a 
ome above average growth prospects for the company. parity price of 56, the preferred refused to go below 
5 per 
» con- 
ld be Statistical Summary of Ten Attractive Convertible Preferred Stocks 
price eee - oor 
amon. 
n for Present 
} Recent Price Conversion Conversion Dividend Call Par Earnings per Preferred Share 
g the Preferred Common Rate* Pointt Yield Price Value 1945 1946 1947 Interim 
great Bein Gare eae eee See : ! — 
— [Atlantic Refining $4.01 00 “A” $112 $ 34 2.22 $5050 3.5% $105(a) $100 $10.20 $3853 $12.59 Jeb 
otions sili sae at ie 
mat- ae Mills $3. 50, 2nd 90 19 4. 22.50 3.9 106(b) 100 122.53 177.63 Je9 
have | Sanaa oneincaaame — - ; _ 
idend | Canada Dry $4.25 122 16 75 16.37 3.5 105 No 30.92 45.05 30.99 Jeo 
4 the | Carrier Corp. $2.00 42 19 1.6 26.25 4.8 53 50 1.76 19.95 wi 
ae Commercial Credit $3.60 108 45 1.75 62.00 3.4 106(c) 100 20.13 19.45 13.23 Jeb 
Crown Zellerbach $4.00, 2nd 118 31 3.75 31.50 3.4 106!/ No 36.26 120.13 hee 
| Dow Chemical $3.25, 2nd 103 38 2.10 49.05 3.2 105!/2 Wt © bgt > 8 Le ee 
gsibil- | Kimberly Clark $4.00, 2nd 109 24 4. 27.25 3.7 1041/5 100 54.34 50.21 Jeb 
ers [Reynolds Metals $5.50 105 23 3.09 34.00 5.2 107!/2 100 87.92 107.68 59.41 Jeb | 
as to United Wallpaper $2. 00 45 7 4. 1.2500 4.5 2'2'e) 50 18.99 37.48 M9 | 
I a a : ; — listo 
ecome | 
well (a)—Shares may not be redeemed before August |, 1948. t—Point at which common would have to sell before conversion | 
‘ms of (b)—Until April 1, 1948; thereafter and until April 1, 1949, call price would be profitable, based on preferred price. 
tating will be 105!/. Jeb—For 6 months ended June 30. | 
“ that (c)—Beginning October |, 1948. Je9—For 9 months ended June 30. 
2 the (e)—Until April 15, 1948; thereafter and until April 15, 1949, call- Mr9—For 9 months ended March 31. | 
actors able at 52. JI12—For 12 months ended July 31. 
mings *—Number of common shares into which one share of preferred Ap—For fiscal year ended April 30, 1947. | 
: may be converted. 
arence | 
| of a 
REET OCTOBER 11, 1947 23 











80 in its sympathetic drop, because of considerations 
of yield. 

We have cited the price experiences above, as they 
broadly illustrate what sometimes happens in vary- 
ing markets, and highlight some of the pros and 
cons for similar issues. The redemption prices for 
Burlington second preferred are set at 106 until 
April 1, 1948 and at 10514 between that date and 
April 1, 1949. If the shares were bought at a recent 
price of 90, accordingly, the holder would receive a 
tidy profit in the event of a call, but a loss of about 
12 points would have occurred had they been re- 
deemed some 16 months ago. As Burlington common 
shares have considerable leverage due to the large 
amounts of senior securities ahead of them, their 
speculative potentials are considerable, thus lending 
appeal to the convertible preferred. With net earn- 
ings applicable to the common equalling $5.01 per 
share for the nine months ended June 28, 1947, their 
recent price of 19 leaves ample room for improve- 
ment under more auspicious market conditions. 


Kimberley Clark $4 Preferred 


Another interesting convertible second preferred 

issue is that of Kimberly Clark Corporation. This 
4% cumulative stock is currently selling around 109, 
yielding 3.7%. Less than a year ago these shares 
were issued to provide this prominent producer of 
white paper with funds for expansion of facilities. 
Upon 30 days notice, the stock is redeemable at a 
sliding scale of prices beginning with 104.50 per 
share through January 1, 1950 and with a low limit 
of 101.50 after 1956. In relation to potential net 
earnings and dividends, the common shares seem 
conservatively priced at present, a recent quotation 
being around 24. For twelve years past, the common 
has paid dividends without a break, and on the basis 
of the current 35 cents per share quarterly dividend, 
the yield at present is 5.8%. During the 12 months 
ended June 30, 1947, net earnings applicable to the 
second preferred were $85.28 per share and $4.84 on 
the common, indicating assurance of dividend sta- 
bility for both issues and potentials for more liberal 
treatment of the common shareholders. 
_ At any time prior to redemption of the senior 
issue, conversion into four share of common is per- 
missible. This means a parity price of 96 for the 
preferred at current quotations for the common. 
While the market price for the preferred of 109 
might seem a bit high, it should be realized that 
more than once during the past five years, the price 
for the common has been around 30, which would 
have pushed the parity price up 
to 120 had the convertible pre- 
ferred been in existence. True, the 
price for the preferred is now 
slightly above its call figure, but 
it is very unlikely that the stock 
will be retired in any other way 
than through conversions. 

It will be noted from the table 
that we have included several is- 
sues of second preferred conver- 
tibles. The speculative appeal at- 
tached to issues of this kind by 
the conversion feature has made 
them saleable upon attractive 
terms, both to the issuer and the 
investing public, under existing 
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conditions. One of the latest stocks of this class to 
appear on the market was an issue of 400,000 shares 
of the Dow Chemical Company $3.25 second convert- 
ible preferred. Until July 14, 1957, holders of this 
stock may exchange them on a basis of 1 preferred 
share for 2.1 shares of common, provided the senior 
issue is not previously redeemed. Through July 15, 
1950, the redemption price will be 105.50, or 214 
points above the current market price of 103. There- 
after the shares are subject to redemption at 104 
through 1953, and subsequently at 102.50. Against a 
recent price of 38 for the common, the parity point of 
conversion would be around 49. As the shares sold 
very close to this figure earlier in 1947 and above it 
in 1946, it would not take much for them to equal 
or exceed this level over the medium term. After 
allowance for fixed charges and dividends on a prior 
issue of 4% preferred, net available for dividends 
upon the second preferred is estimated at around 
nine times the required amount, based on reports 
for the year ended May 31, 1947. 

As for the common shares, the heavy leverage af- 
forded by substantial issues of senior securities 
should serve to maintain sizable per share earnings, 
if the current prosperity of Dow continues. Confi- 
dence of the management in the outlook is shown 
by declaration of a $1 common dividend last July 
against a previous rate of 75 cents quarterly, prior 
to the 4 for 1 split. On the new shares a quarterly 
rate of 25 cents per share has been established. As 
this concern has always enjoyed marked growth 
characteristics and has maintained a good earnings 
record, its common shares have rather strong po- 
tentials for eventual appreciation. This promising 
outlook accounts for the present willingness of new 
holders of the convertible second preferred to con- 
tent themselves with a modest yield of 3.2% in buy- 
ing the shares at the recent price of 103. 

Of industries that seem to face a prolonged period 
of prosperity, top place probably may be accorded 
the producers of petroleum products. Should investor 
preference run strongly in that direction, it might be 
well to study the fundamentals of Atlantic Refining 
Company $4 cumulative and convertible preferred, 
Series A. As this concern has established a twenty 
years’ record of uninterrupted dividends on its com- 
mon stock, there is small room for worry on the 
score of dividend stability for its senior issues. At 
112, this preferred yields 3.5%. After July 31, 1948, 
though, this issues becomes redeemable upon 30 
days notice at 105 and accrued dividends. While it 
is conceivable that under favorable market condi- 
tions the stock could be refunded at a slightly lower 
rate, the potential advantages 
would seem too slim to warrant 
the expense involved. In any 
event, barring redemption, the 
shares are convertible at any 
time into common on a basis of 
$45 per share. At the current 
price of 112 for the preferred, 
accordingly, the common shares 
would have to sell at $50.50 to 
— conversion feasible without 
Oss. 

A 1946 high of 5114 shows 
that this goal is not impossible 
to achieve, especially in view of 
the highly favorable earnings 

(Continued on page 54) 
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By 
GEORGE W. MATHIS 


Sis split-ups, at flood tide 
in 1946, have continued this year 
at a fairly steady though far lesser 
rate and more will undoubtedly be 
announced as time goes on, but 
the crest of the flood is definitely 
past. As against over 200 split-ups last year, such 
“subdivisions of units of equity ownership” (this 
is what split-ups really are) so far this year number 
considerably less than 100. Last year’s “split-up 
craze’ which at its height became one of the bull 
market absurdities, has given way to a more sober 
approach, on part of both managements and inves- 
tors. Naturally, market conditions had a great deal 
to do with this change of attitude. Split shares, like 
all shares, do better in bull markets than in bear 
markets, and market action has been a significant 
consideration in the ordering of a good many split- 
ups last year. 

By and large, the trend towards split-ups was un- 
questionably overdone, at least in a good many in- 
stances, and market action has increasingly reflected 
this. In the course of last year, one could hardly 
have failed to observe how split-ups gradually lost 
a good deal of their price-stimulating effect. In 1945 
and early in 1946, virtually every split-up was fol- 
lowed by the sub-divided shares selling at higher 
prices than the equivalent shares from which they 
originated. But by the middle of 1946, stocks ceased 
to respond bullishly to split-up announcements; still 
later some actually declined on such news. 

Not so long ago, a good many people assumed 
that a stock split is bullish in itself, a thoroughly 
fallacious theory, and bought stocks “to get the 
split.” Fortunately there is now much wider reali- 
zation that there is no such thing as getting some- 
thing for nothing, through a split-up. Thus while it 
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Capitalizing growth through stock split-ups is a sound procedure, and 
repeated split-ups are an excellent measure in identifying growth stocks 


is incontrovertible that a stock split results in wider 
distribution of shares and improved marketability, 
there is considerable question whether such action, 
in the long run, really has a salutary effect on price. 
The evidence argues both ways as far as more recent 
splits are concerned. Longer term price action of 
course is another matter, depending a good deal on 
the motive behind the split-up. 

Of common stocks in which splits have taken ef- 
fect this year, holders of relatively few have 
realized price appreciation. Examples would include 
such stocks as Clark Equipment, Johns-Manville, 
Central Violeta Sugar, Chrysler and a few others. 
Some have hovered around their pre-split price, such 
as National Container and United Biscuit. The 
majority, however have declined, some materially 
so, including such well-known equities as Dow 
Chemical, Eastman Kodak, Spencer Kellogg, Endi- 
cott Johnson and Remington Rand. This of course 
is only a relatively small sample; many more could 
be added to either category. Consideration of this 
evidence must however be tempered by the realiza- 
tion that the market as a whole is below the level 
of the various splits. While this tends to minimize 
the declines that have occurred, conversely it adds 
to the price appreciation where such has _ been 
realized. 

Managements have had many objectives in order- 
ing split-ups, but almost every one of them has been 
in some way related to the price of the stock. Some 
splits have been well justified; for others there has 
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been little or no logic, especially in the low-priced 
category. 

It is of course always legitimate and desirable to 
capitalize growth through split-ups and stock divi- 
dends. The latter, incidentally, for all practical pur- 
poses are quite similar to split-ups as far as the 
stockholder is concerned. It involves the transfer of 
surplus to capital, whereas a stock split-up does not. 
Since both belong to the equity holder, the difference 
is immaterial. Without doubt, capitalizing long- 
term growth through split-ups represents the most 
justified type of recapitalization, of which more 
will be said in detail later on. 


To some extent it is also desirable to have a stock 
sell at a price where it will better fit investors’ 
pocket books, and thus obtain wider distribution. 
Frequently incidental to such a desire may be the 
intention to accomplish new financing or the neces- 
sity to distribute large blocks of stock held in family 
estates. Often, too, management may simply want 
to provide a better market for their shares. This 
certainly has been a legitimate reason in a good 
many instances. A stock can be in a price bracket 
high enough to make the average investor feel that 
he “cannot afford it.” To overcome this factor which 
makes for thin markets, stock splits have often been 
resorted to and usually had the desired result. 























































































































Capitalization of Long Term Growth Through Repeated Stock Splits | 
One Share of Equivalent Price 
Price Subsequent Stock Before Recent on Old Stock If Annual Sales | 
Before Capital Changes Split-Ups Market There Had Been 1935 1946 | 
Companies Split-Up Split-Ups Date Now Equals Price —_No Split-Ups (in millions) | 
Abbott Laboratories . 2 oe Split 3 for | 1935 18 shares 76 $1,368 $6,118 $54,209 | 
Split3 for! 1936 
Split 2 for | 1946 | 
peewee ek dy 
og JG a Sa eae ea |: Split lO for! 1929 60 shares 16 940 1,183 3,414 
Split 3 for | 1935 
p Split 2 for | 1946 oh ore. t- 
Burlington Mills .... 48 Split 2 for | 1945 4 shares 19 76 1,671 141,544 
Split 2 for | 1946 Iss — | 
Federal Mogul Corp : 19 Split 3 for 2 1939 3.50 shares 19 66 3,598 21,570 | 
Split 2 for | 1947 oe. 
General Electric ..... rn eo Split 4 for | 1926 16 shares 36 720 208,733 679,078 | 
Split 4 for | 1930 
W. F. Hall Printing 28 Split 4 for | 1928 16 shares 15 240 *¥ 11833 23,867 | 
Split 2 for! 1937 | 
Split 2 for | 1946 a | 
Deh Sia ni, Se en ne RREE On Cena 145 Split 4 for | 1922 16 shares 52 832 29,669 100,727 | 
Split 2 for | 1937 | 
Split 2 for | 1946 : | 
fieyoen tremical Gorn, 75 Split 4 for | 1943 10 shares 21 210 773/996 18,857 | 
Split 24/2 for | 1946 | 
Industrial Rayon i aie 78 Split 3 for | 1934 6 shares 43 258 8,053 39,058 | 
Split 2 for | 1946 me) 
International Business Machines... = LNB 20% Stock Div. in 1925 8.91 shares 213 1,897 21,863 119,418) 
Split 3 for | 1926* | 
Split 5 for 4 1946 ie. 
Monsanto Chemical . eres ke 37 Split 1/2 for 1 1927 18 shares 60 1,080 24,705 99,590 
Split2for! 1929 | 
Split 2 for | 1934 | 
Split 3 for! 1946 
Murphy (G. C.) Co.. ome Twa As 150 Split 9 for | 1927 108 shares 37 3,996 31,597 110,327 
Split 3 for | 1936 
Split 4 for | 1946 Z 
Powdrell & Al d 2a 23 Split 4 for | 1936 8 shares 13 104 4,307 20,574 
Split 2 for | 1946 
Schenley Distillers ...... a ST ee Pee . 40 Split 3 for 2 1944 2.86 shares 34 97 63,045 643,867 
Split 4 for 3 1945 
Split 10 for7 1946 _ 
BBOTE MONOMER 25a, soe Split 4 for | 1926 18.03 shares 37 667 318,060 1,045,258 
Split 4 for! ——:1945* x 
Square D Co........ 39% Split 3 for | 1936 9 shares 16 144 ***7 708 29,154 
Bee. | i Split3for! 1946 ware ne 
Sunshine Biscuit . Ce oe been ent 152 Split 4 for | 1927 10 shares 38 380 36,896 76,328 
25% Stock Div. in! 927 
Split 2 for | 12 a eee eee : 
United Fruit _..... ett. 2 ' 196 Split 2 for | 1921 15 shares 53 795 #*** 13,200 55,385 
Split 2!/) for! 1926 
fis ete! Split3 for! — 1946 ch a ; 
| United Merchants & Manufacturers... 52 Split 2 for | 1945 6 shares 15 90 34,421 129,831 
| Split 3 for! 1946 
| Waker (Hiram) Gooderham & Worte........... 82!/, Split 3 for | 1929 12 shares 20 240 45,353 266,845 
Split 4 for | 1946 
| 
*—Also numerous stock dividends. ***_|938 Annual Sales—None reported previously. 
**—.|937 Annual Sales—None reported previously. ****__Total Income less depreciation. 
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There may be other incentives to stock splits 
which in the eyes of many carry less justification. 
In times of lush earnings such as the present, there 
is an understandable desire by management to dis- 
tract public attention from large per share profits 
which might readily lead to wage demands or criti- 
cism of product selling prices. A good many stock 
split decisions last year were made on this premise 
by companies whose earnings have been “embar- 
rassingly” high. But in the long run, with profits 
declining to more normal levels, this may not prove 
a very good decision, especially where high earnings 
have been largely due to non-recurrent factors. 


Desire for Higher Market Appraisal 


Lastly, some splits have undoubtedly been due to 
management desire for a higher market appraisal 
of a company, though needless to say, such action 
could not possibly have changed the essential values 
back of a stock. Yet it could be done as long as the 
market reacted bullishly to stock split announce- 
ments, as it did last year. But for the present, the 
time is gone when it is worthwhile to undertake 
splits merely for the sake of exploiting temporary 
conditions. The wisdom of such action has always 
been open to question. 

The fact that more recently, chiefily better type 
stocks have been split is due not only to changed 
market conditions but importantly also to the action 
last year of the New York Stock Exchange in warn- 
ing against sub-division of stocks of a more specula- 
tive nature. The present market has not prevented 
action by a number of companies to split their stock; 
significantly, however, the roster includes a number 
of issues with long dividend records such as Beech 
Nut Packing, Eastman Kodak, Johnson & Johnson, 
John Morrell & Co., Cleveland Graphite Bronze and 
Houston Lighting & Power. Splitting up the shares 
of such concerns must be regarded as a healthy 
trend, for it brings them into the reach of the small 
investor, creates wider stock ownership and im- 
proves marketability. It is here where the investor 
may profitably look for growth situations. 


Stock Splits Reflecting Growth 


As indicated before, there is one type of stock 
split to which the investor can hardly take excep- 
tion,—that is the sub-division of shares where such 
action chiefly reflects long-term growth of business. 
In fact, the record shows that more than one split 
over a period of years is an excellent measure in 
identifying “growth stocks” from other split shares. 
In such instances, the question now often asked: 
After the split, what? can safely be left to the 
future. For the question of market price, while 
always subject to fluctuations and the unexpected, 
in the long run at least will invariably and satis- 
factorily take care of itself. 

To demonstrate this, we have compiled a tabula- 
tion containing a selected group of stocks which 
have been split up more than once over a period of 
years. These splits have been more than justified 
because of the remarkable growth the companies 
have sustained. Their gain in overall stature, in busi- 
ness volume and earnings has not only proved the 
wisdom and justification of repeated splits but also 
confirms the practicability of this particular yard- 
stick to identify growth stocks. 

A glance at our table readily shows to what un- 
usual heights the price of most shares would have 


OCTOBER 11, 1947 

















Recently Split-Up Stocks with Growth Potentials 
Recent Equiv. Pre-Split Points | 
Price Split Price Price Change | 
American Chicle ............ 51 3for! 153 160 —7 | 
Beech-Nut Packing... 31% 3'afor! 0% 112 — 1% 
Chrysler Corp... 58Y2 2forl 117 114 + 3 
Clark Equipment .... 282 2 forl 57 49 +8 | 
Cleveland Graph. Bronze 31'/2 2 for! 63 66 —3 | 
Colonial Mills 0. «=19Y_g 2 for I 38! 27%. +1 | 
Dow Chemical ........ wun 37Yz 4forl 150 166 —l6é | 
Eastman Kodak... 43/2 S5forl 21742 240 —22!/ | 
Endicott Johnson ............ 32g  2forl 65 73 —s8 | 
Johns Manville 000. 41 3 for | 133 112 +21 | 
Lion Oil .... 25'/2 2forl 5! 55 —4 | 
National Container ...... 14 3 for | 42 42 ook 
Remington Rand ... 15 2 for | 30 34 —4 
Sherwin Williams 69, 2 forl 139 1414, — 2, 
Spencer Kellogg 26 2 for | 52 58 —6 | 
Sun Oil a ae) 6 for5 67 74 —7 
United Biscuit . 19 2 for | 38 38 
United Carbon . 31 2 for | 62 él +1 | 














risen, at least theoretically, had there been no splits. 
It does illustrate in very concrete manner how ex- 
tremely well a long term investor in these shares 
has, or would have, fared. 


An Interesting Example 


Some interesting examples may be cited. Take, 
for instance, Abbott Laboratories which back in 
1935, before the first split-up, sold at 58. The stock 
subsequently was split three times, the last split 
occurring in 1946. As a result, each share held be- 
fore the first split now equals 18 shares, currently 
selling around 76. Had there been no splits, and 
had the old stock behaved exactly as the split shares 
subsequently did, its current price would be around 
$1,368 a share. This in fact is the current market 
value of the 18 shares which a holder of one old 
pre-1935 share now owns if he has held his invest- 
ment through the 1935-46 period. 

Murphy (G.C.) Co. stock offers an even more 
extreme example. Before the first split in 1927, it 
sold at around 150. Through three split-ups, each 
share originally held would now equal 108 shares. 
At current price of 37, they have a combined value 
of $3,996. There could be no more glaring example 
of the profitability of long term investment in genu- 
ine growth companies. 

Similarly, stocks like Bliss & Laughlin, General 
Electric, Hercules Powder, International Business 
Machines, Monsanto Chemical and Sears Roebuck 
would likewise be selling at absurdly high levels but 
for the stock split-ups effected from time to time. 
Of these, International Business Machines furnishes 
a particularly interesting example. Apart from 
numerous small stock dividends, a 20% stock divi- 
dend was paid in 1925; a three for one split was 
effected in 1926 and a five for four split in 1946. 
Prior to the 1925 stock dividend, the common sold 
at 118. Today’s market price is around 213. But for 
each share held before the 1925 stock dividend, a 
long-term investor would now have 8.91 shares 
which at current market price have a value of 
$1,897. I.B.M.’s enormous growth was significantly 
due to reinvestment of earnings in machinery leased 
on a royalty basis. Stock dividends and occasional 
splits proved the best way of capitalizing the tre- 
mendous progress of the company. 

(Please turn to page 48) 
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OF 


E.W. BLISS 
COMPANY 


By H. S. COFFIN 


» 4 world leader in the production 
of heavy machinery to form all kinds of 
metals for further processing, E. W. Bliss 
Company occupies a vitally important posi- 
tion in the industry. Upon the speed and 
accuracy with which every manufacturer of 
durables can turn out his products rests his 
basic hope for profits under the impact of 
modern competition. With wage costs and 
outlays for materials at constantly rising 
levels, while workers demand shorter hours 
and less effort, maintenance of fair profit 
margins seems possible only through in- 
creased machine efficiency. Hence under cur- 
rent conditions, it is not surprising that the 
97 years’ experience of this concern’s mechanical 
engineering department has won it sizable orders 
for both heavy equipment and for the numerous 











Photos by FE. W., Bliss 


Machines by Bliss have won world-wide recognition. Demand for 
them, from the smaller units shown above to the giant stamp- 


ing presses pictured below. 


types of smaller machines which diversify its out- 
put. Seemingly the company has entered upon a 
period that, barring the unexpected, may prove to 
be one of the busiest and most constructive in its 
long career, and of material benefit both to company 
and shareholders. For this reason, closer examina- 
tion of this concern’s financial status, operational 
results and prospects may prove interesting to many 
of our readers. 


The machinery industry, as every one knows, is 
strongly lacking in fundamental stability, and 
heavy equipment makers particularly are sensitive 
to the cyclical ups and downs characteristic of our 
economy. The long pre-war record of even such a 
dominant factor as the Bliss Company shows this 
conclusively. Volatility of sales and earnings from 
year to year has been a strong characteristic, and 
aside from longer periods when results were con- 
sistently excellent, as since the beginning of the 
war, it must be anticipated that in due course any 
business of this kind must have less prosperous 
periods as well, From an overall viewpoint, however, 
recognition should be accorded to the vitality and 
long term growth of this strong concern. its proven 
ability to forge ahead with new and improved prod- 
ucts and reinforce its financial structure through all 
the major economic upsets that have occurred dur- 
ing the past century. In gauging the investment or 
speculative merits of its shares, accordingly, the 
company’s average performance is a far better cri- 
terion than either the highs or the lows of its long 
record, thus earnings, dividends and share prices 
must be evaluated on this basis rather than by 
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stressing any specific period of outstanding results. 
We will amplify on this subject later on. 

Under current conditions, E. W. Bliss and Com- 
pany is operating under unusually favorable circum- 
stances, with an ample backlog of relatively firm 
orders to assure capacity output for the balance of 
1947 and well into next year. By the middle of 
1946, the expansion program at Hastings, where 
one of seven main plants is located, had been com- 
pleted. Through expenditures of a little more than 
$1 million last year for total improvements and addi- 
tions, the way was paved for steadily increased 
output during 1947. As specialists in designing labor 
saving machinery for others, it will be realized that 
Bliss has been in a particularly favorable position 
to shave costs for itself, too, in providing the most 
up-to-date equipment and methods its technicians 
could devise. For example, the Salem plant has been 
fully equipped with a new shop devoted exclusively 
to the production of weldments needed by the com- 
pany’s other shops that turn out presses. This step 
not only lent added attraction to the final products 
but contributed to cost savings. More importantly 
from the standpoint of profit margins, deliveries of 
medium and large size presses have been substan- 
tially stepped up through this improvement in 
operating programs. 

The above is of special significance when it is 
realized that production of powerful and speedy 
metal presses is the mainstay of Bliss sales. In the 
mass production of everything from automobiles, 
refrigerators, radio cabinets down to the many 
small parts of a typewriter, the forming of metal 
from sheets, strips, bars or even wire, is a basic 
requirement. Last year, when the automobile indus- 
try was tooling up on a huge scale, some 50% of 
Bliss presses went to car manufacturers, some to 
stamp out a complete automobile top in a single 
stroke or to turn out side panels in an 800 ton 
triple action press. Doors, fenders, chassis, wheels 
and hub caps emerge in precision form from similar 
gigantic machines made by Bliss. When Bliss tech- 
nicians succeed in redesigning one of these monster 
machines to combine one or more operations for- 
merly effected separately, or to 
speed up output in other ways, 
it can be envisaged that espe- 
cially when general business is 
active and competition rife, or- 
ders readily flow in. 

By mid-1947, though, only 
about 30% of Bliss presses were 
going to the automobile manu- 
facturers, for as the company’s 
production expanded, a wider 
range of durable goods makers 
were receiving deliveries. But 
when Detroit is forced to retool 
for new models next year, the 
proportion allotted to them may 
have to be increased. Bliss also 
is by far the largest supplier of 
rapid fire machinery to the pro- 
ducers of metal containers, and 
the bright prospects for can 
manufacturers provide an excel- 
lent market for this type of 
equipment. Currently they can 
buy a late model Bliss machine ANGE 
that will automatically stamp [is 
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out 300 cans per minute, inci- wal. 
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| Comparative Balance Sheet Data 
Dec. 31, June 30, 

1939 1947 Change 
ASSETS ‘000 omitted) 
Cash ...... Sie $ 1,756 $ 4,545 +$ 2,789 
Receivables, net . 1,449 3,954 + 2,505 
Inventories ........ = 3,227 8,519 + S272 | 
TOTAL CURRENT ASSETS 6,432 17,018 + 10,586 | 
Plant and equipment 14,626 14,497 — 129 | 
Less depreciation 9,785 9,674 — wt | 
Net property 4,841 4,823 — 18 | 
Other assets ......... 1,603 280 — 1,323 | 
TOTAL ASSETS . $12,876 $22,121 +$ 9,245 | 
LIABILITIES | 
Notes payable $ 200 —$ 200 
Accounts payable and accruals 1,209 $ 2,314 + 1,105 
Reserve for taxes. . 177 2,400 + 2,223 
Other current liabilities ae 105 816 + 711 
TOTAL CURRENT LIABILITIES 1,691 5,530 + 3,839 
Short term debt 1,300 — 1,300 
Reserves 241 948 55 707 | 
Capital 3,732 5,302 + 1,570 
Siren sr 5,912 10,341 + 4,429 
TOTAL LIABILITIES 200000. $12,876 $22,121 +$ 9,245 
WORKING CAPITAL ...... . $ 4,741 $11,488 +$ 6,747 | 
CURRENT RATIO |... 3.8 3.1 — 7 
Book value per share... $18.30 $31.20 +$12.90 
Net current asset value per share $ 0.14 $19.10 +$18.96 








dentally testing each one for air-tightness. In the 
typewriter industry, a new Bliss machine is being 
used to produce a small but complex stamping at 
the rate of 550 pieces a minute. These few examples 
constitute but a fraction of the potentials inherent 
in the wide range of markets which this concern 
exploits, and the vital part it plays in producing 
labor-saving, and thereby cost-saving equipment for 
industry as a whole. As long as national production 
continues at or near its present pace, new or re- 
placement orders for the varied equipment offered 
he Bliss should continue to keep them exceptionally 
usy. 

One other field deserves special mention. To meet 
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the tremendous postwar demand for sheet metal 
and strips, the steel industry is modernizing and 
greatly expanding such facilities. Since Bliss has 
long specialized in the design and construction of 
rolling mills for the steel, brass and aluminum in- 
dustries, under current conditions it is supplying 
mills of all sizes, from small strip mills to the im- 
mense four-high, five stand tandem varieties. This 
type of business naturally involves substantial sums 
of money, special designing and time for construc- 
tion. Once started, the work on many of these elab- 
orate machines is not likely to be interrupted by 
cancellation of orders, thus providing a considerable 
degree of ‘stability to backlogs. As current expansion 
programs of the various metal producers cannot be 
completed for several years, a favorable outlook for 
Bliss is strongly indicated. 


Comparative Balance Sheet Data 


On appended tables are shown comparative bal- 
ance sheet data for June 30, 1947 and December 31, 
1939. These dates were chosen to obtain a true com- 
parison with prewar; fully two years prior to Pearl 
Harbor most manufacturers of durables were al- 
ready receiving defense orders, with progressive 
benefit to this company. To what extent the finan- 
cial status has been improved during the period is 
interesting to note. The fact that net property ac- 
count showed practically no change is because nearly 
$1 million of war emergency facilities were com- 
pletely amortized and charged to profit and loss, and 
several hundred thousand dollars of useless prop- 
erties were disposed of. 

Compared with 1939 inventories valued at $3.2 
million, a rise to $8.5 million by mid-1947 might ap- 
pear significant. In relation to sales of only $8.2 
million in the earlier period, inventories then were 
nearly 40%. Recently this ratio, based on 1946 vol- 
ume, had declined to around 30%. Considering the 
sharp rise in inventory values in the past eight 
years and nearly tripled sales, the company’s posi- 


tion as to inventories appears decidedly satisfactory. 
Additionally, the management has pointed out that 
all rational mark-downs of obsolete materials or 
finished items were made at the end of last year, 
and that practically everything in the most recent 
inventory tabulation was needed in connection with 
work in process. In this respect, Bliss seems to have 
developed an inventory status about as sound as 
could be asked for. 


Retained Earnings Bolster Working Capital 


The rise in working capital, showing a gain of 
approximately $6.74 million since 1939, was due in 
part to retention of earnings in the business, and 
also to issuance of 100,000 shares of $2.25 preferred 
shares in 1946. To tide over losses incurred in 1945, 
due to contract cancellations and reconversion diffi- 
culties, Bliss arranged for a $3 million term bank 
credit in that year, drawing against it to the extent 
of about two-thirds of that amount. The last of 
these loans have now been retired and as of June 30, 
the company was free of all short time bank debt. 
Cash holdings of $4.54 million alone came close to 
covering current liabilities, and the current ratio was 
better than 3 to 1, a comfortable relationship. 

Changes in the capital structure last year helped 
to improve the company’s over-all position. Part of 
the proceeds of the new preferred stock issue was 
used to retire all outstanding 5% and 6% con- 
vertible preferred shares, thus reducing senior 
charges ahead of the common. Under the terms of 
the new issue, the company is obliged to set aside 
3% of annual net earnings to redeem outstanding 
preferred, but apparently the management is exer- 
cising a privilege of buying in additional shares, for 
the company has recently announced that the net 
amount of preferred outstanding has been reduced to 
86,100 shares in little more than the space of a 
single year. The entire issue may be redeemed 
shortly, to which end the company is currently 
negotiating a $3 million, 15-year loan. Proceeds of 
this loan, plus treasury cash, would be used for re- 
demption. Retirement of the preferred would 

leave the common the 












































sole outstanding capi- 
Long Term Record of Operations and Earnings tal stock. At present 
| 7 ; g f Op 8 there are 341,639 shares 
NetSales Sales Operating NetIncome NetProfit Net Dividend Price of $1 par common of 
Years (000 omitted), PerSh. Margin (O000omitted) Margin PerShare PerShare Range an authorized issue of 
heniedhache 800,000 shares, includ- 
June 30, 1947 $18,239 $53.50 14.2%, $1,612 8.8% $4.40 $1.00t 31 -18l4* ing 160,000 shares re- 
1946 24,176 70.50 7.8 1,386 5.7 3.40 Nil — 334/4-181/, ra _ a of 

1945 19,065 55.95 def. 52 2 def.14 1.00 36-1514 ace i iia 
1944 21,945 64.00 5.5 81637 2.09 1.00 16-11% , Vpera og ye earn- 
1943 44,008 —«-129.00 17.9 1142 2.6 3.00 2.00 16%4-103%4 pe er q cI ad 
1942 46,625 —«137.00 36.2 2,427 52 6.73 2.00 —-1bl/a- 95 con . Fn uring the 
1941 33,934 99.40 22.4 2,009 59 551 1.00  20/%4-12% epee “ag sigecis wi 
1940 15,780 46.20 16.2 1505 9.5 3.87 Nil 22%-12 tabl "Re a b pcos ° f 
1939 8,233. 24.00 def.  def.l49 def. def.99 Nil 19'- 8 $18 3 ‘lliot e the ns - 
1938 10,377 —-30.40 9 157 15 def.08 Nil 1634- 4% half of 1947 greta 

1937. 15,175 44.50 72 821 5.4 1.93 Nil 247%. 4! ; , 

15175 44500072 _Ni 4h 4h | with $24.1 for all of 
10 year Avge. 1946, reflects a smoother 
1937-46 $23,932 $70.09 11.5% $1,016 3.9% $253 $70 36Ye- 44a) inflow of materials, 
4 year Avge. speeding up of output 
1937-40 $12,391 $36.28 6.3% $583 94.1% $1.18 Nil 24%- 4'/(a) all along the line and 
(a)—High and Low for the indicated period. a general increase iM 
*_To September 29, 1947. +—Paid through August 1, 1947. operating efficiency. In 
- (Please turn to page 46) 
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By RICHARD COLSTON 


= of rugs, carpets and linoleum 
are finding 1947 very much to their liking. Coming 
on the heels of an especially satisfactory year in 
1946, this optimism carries a good deal of signifi- 
cance, especially as progress during the current year 
has shown steady improvement. As matters look 
now, production and sales in the last two quarters 
will soar to record proportions, with a likelihood 
that total output of yardage for 1947 may rise to 
around 71 million yards, up 20% compared with 
1946. And due to price increases, dollar sales may 
rise more, for a possible total of $260 million. Prac- 
tically all units in the industry are sharing in this 
prosperity, as their interim reports show. We have, 
however, narrowed the list to five prominent con- 
cerns for the purpose of our discussion. 

Floor coverings of every description were in very 
bad shape everywhere at the war’s end, for early 
in the war, the factories shifted production to ma- 
terials needed for the Armed Forces, and supplies 
in the stores were rapidly exhausted. During the 
first half of 1946, reconversion difficulties for 
months precluded a return to normal operations. 
Additionally, inadequate labor supply until very re- 
cently has proved troublesome, and in the carpet 
branch of the industry, where principal raw mate- 
rials have to be imported from foreign countries, 


lack of shipping and interrupted supply sources 
caused a serious problem. Elimination of these 
handicaps has been progressive ever since mid-1946, 
until a year later the decks are now pretty well 
cleared. During all of 1947, the manufacturers have 
been boosting output in a seemingly vain attempt 
to make inroads into huge order backlogs, for dis- 
tributors have discovered in floor coverings one 
item, at least, that moves out of their stores with 
gratifying speed. So heavy, indeed, is the current 
demand that manufacturers have been forced to 
allocate deliveries in every direction. As nearly as 
the trade can foresee, this tight situation is apt to 
continue for quite an extended period, with demand 
for replacements bolstered by the vast home build- 
ing program that will require new goods. If the 
national income remains near the present level, some 
managements in the industry predict that several 
years may elapse before supply fully catches up with 
demand. 

During the current year, wage increases have 
been general throughout the industry, but were of 
less significance to the highly mechanized linoleum 
division than to the producers of soft pile coverings. 
Firmer prices for jute, imported wools and linseed 
oil, also have served to raise operating costs. For- 
tunately, the resultant squeeze upon operating 
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margins has not proved too serious; with supply 
and demand in its present relationship, the manu- 
facturers have found it practical to raise prices 
from time to time, a fairly recent upping having 
averaged about 3%. While under current conditions, 
availability of goods rather than their price has been 
the main spur to consumer purchases, general poli- 
cies in the industry lean towards keeping prices 
down; despite a sellers’ market, competitive influ- 
ences impel conservatism in pricing policies. With 
an eye to tomorrow as well as today, a number of 
leading firms, such as Bigelow Sanford, Armstrong, 
Firth Carpet and Congoleum are spending large 
sums on promotional campaigns to entrench their 
brands in popular favor. In other words, most of 
the concerns are making hay while the sun shines, 
building up working capital and trade positions to 
ease the impact of any later business recession that 
may appear, meanwhile passing on to stockholders 
a fair share of their earnings. 


The rise in wage and materials costs, of course, 
has pushed break-even points to a level where a 
downtrend in volume some day might considerably 
affect earnings, unless offset by future operating 
economies. While prices for floor coverings are still 
only about 30% above prewar levels, it is reported 
that a 20% drop in volume would land more than 
one manufacturer in the red. Also, apart from some 
possible future dip in unit sales, a decline in raw 
materials prices on any broad scale could force 
substantial inventory mark-downs in this industry, 
as well as bring about a downtrend in dollar vol- 
ume. Because the process of dyeing and weaving 
rugs and carpets is slow, and numerous materials 
have to be obtained on “a catch as can” basis from 
all over the world, inventories have to be much 
larger in proportion to sales than in most other 
forms of enterprise. This creates an inescapable 
hazard in time when prices begin to fluctuate 
markedly. At present, though, inventories are con- 
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sidered to be in an entirely safe position because of 
the huge unsatisfied demand for finished goods. 

Armstrong Cork Company, from the viewpoint of 
sales and invested capital, outranks all other units 
in the industry by a wide margin, but a broad 
diversification of products accounts largely for its 
prominent over-all stature. Although the leading 
producer of linoleum, the company manufactures a 
wide range of cork products, asphalt and rubber tile, 
felt based coverings, glass containers, metal caps 
and crowns, as well as molded plastic closures. The 
business is wold-wide in character, foreign sales in 
1946 contributing $15.6 million to a total volume of 
$104.7 million. It will be noted from the appended 
statistical table that last year’s operating margin in 
relation to sales was relatively narrow at 5.6%, but 
partly due to tax relief net per share amounted to 
$2.54, the second best showing since 1942. 

For 6 months ended June 39, 1947, consolidated 
net sales were $68 million, $12.5 million above those 
for the corresponding period in 1946. The larger vol- 
ume achieved, plus improved operating advantages, 
widened the operating margin to about 8%, and 
net earnings for the half year rose to $2.70 per 
share, considerably better than for all of 1946. Were 
it not for a deduction of $259,000 for inventory re- 
serves, the showing would have been even slightly 
better. As dealers’ shelves are virtually bare of 
linoleum, it seems fairly sure that the company’s 
results for the second half will at least equal those 
for the first six months. In this event it is quite 
likely that the company will declare a liberal year-end 
extra dividend, for the quarterly rate of 40 cents 
per share would seem ultra-conservative in view of 
the wide earnings coverage, ample working capital 
and the bright outlook ahead. At recent price of 49, 
the common shares might seem rather adequately 
valued in relation to 1946 earnings, with a price- 
earnings ratio of 19.3, but on basis of indicated 
1947 net of $5 a share, the price looks more mod- 
erately valued, The shares have a measure of invest- 
ment appeal, for aside from two years in the early 
1930s, distributions have been steady for decades. 


Bigelow-Sanford 


Bigelow-Sanford Carpet Company is the leading 
domestic manufacturer of rugs and carpets, includ- 
ing Axminister, Beauvais and Wilton types. As the 
business was originally established in 1825, its foun- 
dation of experience is substantial, and the company 
has become strongly established in the trade and 
with the consumer public. Sales and profit margins 
of this concern have varied rather widely from year 
to year in the past, but during the last six years 
annual volume has hovered close to the $40 million 
mark and net earnings have been fairly satisfac- 
tory. During the three years prior to Pearl Harbor, 
average net per share exceeded $6, but profits from 
military production during the war were curtailed by 
tight Federal pricing and excess profits taxes. 

Reconversion handicaps, marked in the first half 
of 1946, were overcome only later in the year, but as 
the company got into its stride with freedom from 
price restrictions and increasing output, it proved 
its ability to make a good showing for the full year. 
Volume for 1946 was $39.2 million, on which net 
earnings amounted to $3.53 per share. Compared 
with this favorable result, progress during the first 
half of 1947 showed an even more striking improve- 
ment; sales for the six months soared to $28.4 mil- 
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lion and net per share to $4.52. Considering the en- 
couraging conditions now current in the industry, 
it seems fairly certain that 1947 may prove to be a 
banner year in the company’s long history, both as 
to sales and profits. 

Quite evidently the combined advantages from 
larger volume and higher prices are holding profit 
margins at a satisfactory figure, and as labor peace 
seems assured for another year the likelihood of 
smooth operations is enhanced. Last fall, Bigelow 
strengthened its working capital position by borrow- 
ing $5 million on long term notes at a low rate, and 
dangers of a shrinkage in inventory values have 
been cared for by creation of a special $1 million 
reserve. The individual record of this concern, 
though occasionally marked by lapses, has on the 
whole been quite good. During the past five years 
$2 per share has been the annual rate. In each 
quarter of 1947, so far, $1 per share has been paid, 
and there is possibility of a year end extra. Based 
on current and prospective earnings and dividends, 
the price of 54 for the common seems reasonable, 
leaving room for further price enhancement. 

Congoleum-Nairn, Inc. is conspicuous as the only 
large concern that concentrates entirely upon pro- 
duction of linoleum. It has established an impressive 
record of earnings stabil- 


the full year 1946. Net income for the first half came 
to approximately $2.5 million, equal to $2.05 per 
share. In relation to sales, accordingly, net amounted 
to almost 10%, compared with about 6.8% in the . 
corresponding period of 1946. As everything indi- 
cates that for the balance of 1947 and some time 
thereafter, profits will continue at about the current 
level, the company’s net for full 1947 should at least 
double the figure for last year. As a reserve for con- 
tingencies, Congoleum has set aside $1.99 million 
on its books. Working capital of $16 million appears 
fully adequate for current requirements. Finances 
have been consistently strengthened by retention of 
a substantial part of earnings. The current quarterly 
dividend rate appears unduly low in view of the 1947 
improvement in net income. Hence later in the year, 
a liberal extra might be a reasonable expectation. 
For shares with a long record of dividend stability 
such as those of Congoleum, the stock is moderately 
priced at 29; current yield alone of 4.3% holds con- 
siderable attraction. 

Mohawk Carpet Mills, Inc., is an old established 
concern specializing in Chenilles, Wiltons, Axmin- 
sters, tapestries and velvets. Its growth trend is 
shown by the rise of sales from $7.6 million fifteen 
years ago to an average (Please turn to page 50) 






































ity, and through consist- nn Se eee 
ent promotional activities, | oa pe , 
its competitive position | Statistical Summary of the “Big Five’ in Floor Coverings | 
has been well maintained. | Armstrong _Bigelow- Congoleum- Mohawk Alex. Smith 
The special type of cover- | Cork Sanford Nairn Carpet Mills &Sons 
ings produced by this con- || CAPITALIZATION As of June 30, 1947 — => 
cern, being lower priced Funded Debt ($ million) $5.0(a) ; 
than woven carpet and Preferred stock (number of shares) 161,522 26,403 49,110 
rugs, affords a certain | Common stock {number of shares). 1,410,865 309,109 1,243,000 531,000 937,935 
competitive advantage. || iNCOME ACCOUNT —__—— For Year Ended December 31, 1946 ———— 
Since the end of the war, | Net Sales (000 omitted) $104,717 $39,222 $24,550 $33,332 $45,291 
difficulties have been expe- | Net Sales per share ae “— rine = — 
rienced in securing ade- | Operating Margin 5.6% 5.1% 14.1% 12.1% 16.1% 
: . | Pre-tax Net Income (000 omitted) $6,717 $2,238 $3,684 $4,169 $7,450 
- yes of linseed | Pre-tax Net Margin 6.4% 5.7% 15.0% 12.5% 16.4% 
Ou, and sti ening prices Net Income (000 omitted) $4,184 $1,248 $2,354 $2,531 $4,602 
for this essential have Net per share $2.54 $3.53 $1.89 $4.77 $4.79 
substantially added to op- LONG TERM EARNINGS RECORD Net Per Share 
erating costs. As an offset, 1946 $2.54 $3.53 $1.89 $4.77 $4.79 
though, the wartime 1945 2.02 2.37 1.30 1.91 1.48 
shortage of imported cork 1944 2.76 2.81 1.48 2.33 1.49 
forced what has turned = Pe oe ‘= — by 
out to be a large scale sub- 1941 2.86 6.01 1.62 3.62 3.66 
stitution of wood flour. 1940 2.79 6.11 1.30 2.91 3.39 
This abundant and reas- | 1939 3.03 6.45 1.70 3.29 3.69 | 
onably priced material has |; 1338 ~~ “aE — we a 
proved to be highly satis- 10 year average 1937-1946 $2.48 $2.93 $1.49 $2.38 $2.30 
factory. With an unprece- Dividend 1946... $1.80 $2.00 $1.25 $2.00 $1.60 
dented amount of backlog | Dividend 1937-46 Ten Year Average. $1.70 $2.15 $1.30 $1.60 $1.07* 
orders far in excess of ca- BALANCE SHEET (000 omitted)... —_——— As of June 30, 1947 Dec. 31,1946 | 
pacity, and with highly Cash and Securities $12,112 $4,697 $8,434 «$2,005 $16,163 
mechanized production, | Cash and Securities as % of Current Assets 30.0% 16.6%, 40.1% 9.9%, 44.0% 
Congoleum is turnin | Inventories $20,715 $17,790 $9,624 $15,139 $16,192 
its tt i: a _ Inventories as % of Current Assets 51.1% 63.0% 45.8%, 75.1% 44.1% 
~~ : |Total Current Assets $40,542 $28,310 $20,967 $20,215 $36,704 
rate. An insatiable demand =|) Total Current Liabilities $8,776 $4,959 $4,409 $4,122 ‘$7,286 
from homes, hotels, offices Net Weeling Capital $31,766 $23,351 $16,558 sieeve a 
and public buildings prom- | Current Ratio 4.6 5.7 4.8 4 i 
ises thigh level cade | Fined Assets, Net $33,806 $7,472 $14,051 $5,000 $10,891 
al ‘ Total Assets . $84,365 $37,540 $37,184 $26,214 $50,070 
or quite a while ahead. | Book Value per Share $41.00 $76.60 $23.80 $37.40 $39.77 
The company’s sales for | Shek Curienk Aaah per Share $10.70 $50.50 $13.30 $30.30 $26.00 
the first six months of | Recent Price of Common... 49 54 29 36 35 
1947 amounted to $21.1 | Price- Earnings Ratio wilh 1946 Earnings)... 19. 3 15.3 | 15.3 75 73. 
says : | Dividend Yield 3.7% 3.7% 4.3% 5.5% 4.6%, 
million, compared with a | (a)—Long term notes wesmeble due 1951-66. *—1944-46 Average 
total of $24.5 million for a ; SH ‘ aor 
PCTOBER 11, 1947 33 















By JAMES M. GORDON 


‘J he Public Utility Holding Company Act 
was passed by Congress in 1935, and the breakup 
of the holding company systems (controlling about 
half of all electric and gas enterprises in the United 
States) was intrusted to the Securities and Ex- 
change Commission. But the language of the Act 
(and particularly the important Section 11), while 
intended by New Deal experts to be as sweeping as 
possible, was ambigious and poorly drawn. Hence 
there were some years of legal sparring between the 
Commission and the utilities before any tangible 
results were obtained. 


Holding Company Break-Up Well Advanced 


The utilities finally became reconciled to the fact 
that they could not have the Act overthrown by the 
courts or amended by Congress, and adopted a co- 
operative attitude. The SEC, more conciliatory, with- 
drew or modified the famous “death sentences’’ is- 
sued about 1942. By trial and error, a number of 
plans have been evolved. The holding companies have 
disposed of many properties by sale, exchange for 
their own senior securities, or outright distribution 
to common stockholders. As a result of this acceler- 
ating activity, the breakup of the holding companies 
now appears about half completed. Moreover, a great 
amount of work has been done to recapitalize and 
strengthen the financial position of both the oper- 
ating and the holding concerns. 

The earnings of the operating companies separated 
from holding company systems have in many cases 
shown sharp gains in recent years, due to tax sav- 
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ings, reduced fixed charges resulting from refunding 
operation, and the war-time and postwar growth 
which has characterized the industry. 


Unseasoned Issues 


But many of the new stock issues have been sold 
or distributed since April 1946, and market condi- 
tions have not been very favorable for their recep- 
tion. Many are “unseasoned’”’—that is, they have not 
yet been generally accepted by institutional and 
other conservative investors for placement of new 
funds or as “switches” from well-established issues. 
Hence these new issues are available on a higher 
average yield basis than the older stocks. Moreover, 
some issues offer particularly generous yields be- 
cause of various factors such as small size, traction 
business, unfavorable rate structures, etc. Individual 
investors interested in buying these issues should 
note the unfavorable points, while taking advantage 
of the higher average yields available in this list. 
We describe briefly some of these issues (see accom- 
panying table) as follows: 


Atlantic City Electric is one of the two outlying 
subsidiaries of the American Gas & Electric System. 
It has shared in the efficient engineering and ac- 
count management which that system enjoys. While 
Atlantic City is known as a resort center, sales of 
electricity in the city have been quite stable, except 
during the wartime blackout period. However, it is 
really a misnomer to name the company after At- 
lantic City, since it serves the entire southern part 
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of New Jersey. In the interior area 
are located chemical and glass indus- 
tries, as well as prosperous large 
farms. As indicated by the relatively 
low yield of 6%, the stock is well 
regarded in investment circles. 


Birmingham Electric was distrib- 
uted in the break-up of National 
Power & Light in August 1946. The 
stock sells on an exceptionally high 
yield basis—about 8%—for the probable reason 
that two-fifths of revenues are obtained from 
transit operation. Also, Birmingham as a southern 
steel center is a somewhat “cyclical” city. Transit 
properties include 138 miles of electric railway 
(single track) and 215 miles of motor coach route. 
Transit earnings, so far as information is avail- 
able, appear to be holding up well thus far (total 
revenues for the 12 months ended July 31 were 
about $1 million ahead of the previous period; and 
in the calendar year 1946 transit revenues were 
still growing). Moreover, profit margins are ex- 
pected to improve when new equipment schedules 
take effect. Residential electric rates are quite low, 
which somewhat offsets the high rate of return on 
investment. Common dividends are subject to var- 
ious restrictions. 


California-Oregon Power offers a generous yield 
(6.7%) despite the fact that it is a hydro-eletcric 
company and thus to some extent sheltered from 
rising costs. However, the small size of the company 
and the propinquity of such big government power 
projects as Bonneville and Central Valley, are doubt- 
less market handicaps. The company was divorced 
from Standard Gas & Electric this past June. Prewar 
earnings were much smaller than the current rate. 





ELECTRIC POWER 


Carolina Power & Light was dis- 
tributed by National Power & Light 
a little over a year ago. A substan- 
tial amount of stock is still owned 
by Electric Bond and Share and 
must eventually be liquidated by that 
company. A considerable part of the 
output is hydro power (generated 
or purchased) and the company has 
numerous interconnections. Cotton, 
tobacco, textiles and paper are the 
principal industries in the era. Rates are low and 
residential usage above average. Dividends are con- 
servative in relation to earnings, but the stock af- 
fords a yield somewhat below average for the 
group. 


Central Maine Power is a subsidiary of New Eng- 
land Public Service. The property has had a good 
growth record (revenues have doubled from the pre- 
war level), but business in this area—largely farms, 
resorts and light industry—is considered relatively 
stable. Substantial hydro-electric production is also 
a stabilizing factor. The company’s financial struc- 
ture is sound, and the stock seems well regarded by 
New England investors. 


Concinnati Gas & Electric was sold by Columbia 
Gas & Electric a year ago. About 68% of revenues 
are electric and 30% natural gas (purchased from 
the Columbia System). The stock sells on a relatively 
low yield basis as compared with other new issues, 
possibly because a favorable rate decision is ex- 
pected in the near future. The decision in the Cleve- 
land Electric Illuminating case, favorable to that 
company, is expected to furnish a precedent for the 
Cincinnati decision. 

(Please turn to page 50) 














Recent Price- Per Share Earnings Revenues | 
Dividend Recent Approx. Earnings* Earnings Calendar Years ($mill.) | 
Rate Price Yield % Per Share Ratio 1946 1945 1946 | 
|O Atlantic City Electric $1.20 $20 6.0% July $1.44 13.9 $1.50 $1.20 $12 | 
| S Birmingham Electric 1.20 15 8.0 July 1.86 8.1 2.21 1.53 13 | 
|O California Oregon Power 1.60 24 6.7 May 2.81 8.5 2.71 1.82 r- 4 
S Carolina Power & Light 2.00 34 5.9 August 3.16 10.8 3.28 1.50 19 
O Central Electric & Gas pe eee 8 75 June 1.00 8.0 1.06 46 10 | 
O Central Maine Power 1.20 21 5.7 July 1.69 12.4 1.44 1.34 16 | 
S Cincinnati Gas & Electric 1.40 26 5.4 June 1.98 13.1 1.78 1.02 34 
S Col. & So. Ohio Electric 2.85 42 6.8 June 4.23 y 4.34 4.40 19 
S Consumers Power 2.00 36 5.6 July 2.99 12.0 2.84 2.17 68 | 
S Dayton Power & Light 1.80 30 6.0 June 2.73 11.0 2.58 1.37 25 
O Delaware Power & Light 1.00 19 5.3 June 1.70 11.2 1.82 1.19 14 | 
O El Paso Electric 1.60 25 6.4 July 2.43 10.3 2.25 1.57 4 | 
S Florida Power ae, 1.00 15 6.7 June 1.65 cL 1.54 1.28 10 | 
C Gulf States Utilities ee x 16 July 1.59 10.1 1.53 1.08 7 | 
O Michigan Gas & Electric 1.20 17 7.1 June 2.09 8.1 2.33 1.34 e 
O Northwestern Public Service. cnn. 90 i 8.2 June 1.38 8.0 1.33 61 4 
© No. Indiana Public Service 1.20 18 6.7 August 2.05 8.8 1.89 1.07 33 
S Ohio Edison : 2.00 35 5.7 July 3.11 11.3 2.65 1.32 32 | 
O Oklahoma Gas & Electric 2.20 36 6.1 June 3.40 10.6 3.96 1.80 18 | 
S Pennsylvania Power & Light 1.20 20 6.0 July 2.06 9.7 2.01 58 54 
$ Scranton Electric ; 4.00 15 6.7 July 1.25 12.0 1.20 1.04 e 4 
S South Carolina Electric & Gas. cnn 50 6% 78 June 5l 12.5 80 39 8 | 
O Tidewater Power ..... .60 8 7.5 June 95 8.4 1.21 68 4 | 
S_ Virginia Electric Power. X 15 s July 1.59 9.4 1.71 1.39 40 | 
O Wisconsin Electric Power Pees ee A OO 20 5.0 June 1.73 11.6 1.89 1.01 47 | 
S—Traded on N. Y. Stock Exchange. X—Dividend payments deferred under Engineers Public Service Plan. | 
C—Traded on N. Y. Curb Exchange. *—For 12 months’ period as indicated. | 
O—Traded over the counter. 
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FOR 


PROFIT 


AND 


INCOME 


Normalcy 


What investors yearn for is 
“normalcy.” Actually, if you think 
of it as a static condition, it never 
existed; and it never will, unless 
this country goes Communist, 
Fascist or otherwise government- 
run. The writer can remember 
when the prewar year 1913 was 
the base for statistical compari- 
sons. Later the commonly used 
base was 1923-1925. For some 
years now it has been 1935-1939. 
An accepted base-period is indis- 
pensable for comparisons, but one 
should not make the mistake of 
thinking of it as a “normal” set 
of conditions to which we will re- 
turn, To that extent that there is 
any normalcy ahead, it is a new 
normalcy. To the extent that 
there can be a normal postwar 
level for production, prices and 
corporate profits, all are bound to 
fluctuate within a range of popu- 
lation, productive resources and 
money supply since 1939 has no 


meaning. Everybody knows that 
stock prices are low relative to 
current statistics bearing on valu- 
ations. In this column’s view, they 
are also low relative to probable 
average business volumes, earn- 
ings and dividends over the next 
five to ten years. 


Example 


Taking Federal debt, money 
supply and high-and-rigid wages 
into account, is it not reasonable 
to assume a continuing price level 
(in terms of paper dollars, which 
are the only kind one can get hold 
of) at least 50% over 1935-1939? 
If so, let us point up the general 
observations made in the opening 
paragraph by the case of Kenne- 
cott Copper. (Many other stocks 
would be equally illustrative). 
Copper is at 2114 cents a pound, 
against 1937 boom price of about 
16 and 1939 average price around 
11 cents. It is contended here that 
the “new normal” will be nearer 








Anderson, Clayton & Co 


INCREASES SHOWN IN RECENT EARNINGS REPORTS 





Gulf Oil 





Howard Stores 





Kayser (Julius) 





McKesson & Robbi 





Mueller Brass 








North American Rayon 
Park Utah Consol. Mines 





Timken-Detroit Axle 





Zenith Radio 











1947 1946 
Year July 31 $13,18 $ 9.33 
6 mos. June 30 4.68 2.95 
6 mos. June 30 2.56 1.98 
Year June 30 3.50 2.10 
Year June 30 5.39 4.74 
9 mos, August 31 3.25 .67 
36 wks. Sept. 6 5.59 3.55 
6 mos. June 30 .06 .007 
Year June 30 2.91 1.37 
July 31 quarter a | 21 
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16-17 cents than 11. Kennecott is 
expected to earn in the vicinity of 
$8 a share this year. Because it is 
believed that copper will decline 
and that these earnings are ab- 
normal, the stock is priced now 
at only 5.4 times the estimated $8 
a share. Were earnings halved, 
the price-earnings ratio would 
still be no higher than 10.8. At 
the 1937 bull-market high, the 
stock sold at 15.1 times that 
year’s earnings of $4.60 a share. 
At the subsequent bear-market 
low, it sold at 12.5 times 1938 
earnings of $2.10. On the lowest 
dividend paid within the years 
1936-1939, the stock would yield 
over 4% at current price, while on 
average 1936-1939 dividends the 
yield would be over 5%. This col- 
umn is not urging you to buy Ken- 
necott. There is no reason to sup- 
pose it will do better than the 
market any time soon. It might 
even fare worse as long as present 
psychology prevails. Our purpose 
is to note that many stocks prob- 
ably are in a sound long-term buy- 
ing zone when analyzed realisti- 
cally. 


Bond Stores 


In the September 27 issue it 
was noted here that operating 
margins of most retail concerns 
are no longer much above those 
of reasonably good prewar years: 
in other words, at a level much 
nearer the probable long-term 
normal, or average, than most in- 
vestors imagine. For Bond Stores 
the margin is always among the 
highest in the retail field, partly 
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because the company manufac- 
tures the major part of the ap- 
parel which it retails. In the six 
prewar years 1934-1939, its low- 
est margin was 9.3%, its highest 
was 16.3%. Surely 12% would 
seem a conservative expectation 
for the future, against 20.7% last 
year. Allowing for a permanently 
higher price level and for some 
expansion in number of stores, 
now 58, a projection of $75 million 
a year in sales (no more than 
1946 volume) would probably be 
low, rather than high. Bond is 
earning around $6 a share now, 
paying $2 in dividends, and is 
priced at 4.5 times earnings. 
On a gross of $75 million 
and margin of 12%, earnings 
would be about $3.30 a share. The 
stock is priced at 8.2 times that 
figure. On this projection, the $2 
dividend would be adequately cov- 
ered. The present yield on it is 
7.4%. The points made here do 
not assure early advance, or even 
preclude further decline, given 
general unsettlement. They do 
suggest that the stock of this 
growing company probably is un- 
dervalued on any reasonable 
longer-term investment basis. 


Addenda 


Several issues ago this column 
suggested that some profit-taking 
in oils, except as held by genuine 
long-term investors, appeared to 
be a good idea. It went on to say 
that we saw nothing the matter 
with the industry’s prospect, but 
that: “Something, usually unpre- 
dictable, seems to have a way of 
happening sooner or later to stock 
groups which not long before had 
been ‘the fair-haired boys’ of the 
market place.” Well, “something” 
has already happened. It is the 
spector of stock financing to meet 
the cost of expansion. The large 
offering of rights by Texas Com- 
pany, taking this stock down to 
5334, from a 1947 high of 68% 
was the opening gun. Subse- 
quently Standard of New Jersey 
reacted sharply on rumors of fi- 
nancing, steadied when they were 
denied (for the present). Now 
Standard Oil of Ohio has an- 
nounced that it will offer 584,320 
shares, one new one for each five 
held. In short, there is enough 
financing-fire in the oils to smoke 
up much of the group. Some are 
down enough now to make profit- 
taking considerably less inviting, 
not enough to suggest any need 
for hurry on the buying side. We 
continue to think that, basically, 
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oils are among the best long-term 
investments. 


After faltering for some 
months, when prices were con- 
sidered too high and likely to 
come down, the boom in building 
is now gathering fresh momen- 
tum. Evidently opinion has swung 
more toward the view that build- 
ing costs, while high, are no more 
inflated than is the national in- 
come, and that they are very un- 
likely to come down importantly, 
if at all, any time soon. Mean- 
while, needs remain large and ur- 
gent, especially with respect to 
housing. Contract awards in Au- 
gust showed an emphatically large 
gain, both over July and over Au- 
gust, 1946. We conclude that 
building stocks probably will hold 
up better than the general list 
should the market sag further, 
rise more than the market on the 
next general upswing. 


National Gypsum 


Within recent days the presi- 
dent of National Gypsum esti- 
mated 1947 sales at about $50 
million, net at around $2.75 a 
share; and said that 1948 sales 
of $60 million, and net in the 
vicinity of $3.50 a share, were a 
reasonable expectation. Working 
capital is now over $15 million. 
Expansion is still in progress but 
should be substantially completed 
within 1948. When these needs 
taper down, about 50% of earn- 
ings should be paid in dividends, 
according to this source. That im- 
plies that a quarterly rate of at 
least 40 cents a share, perhaps 
more, is likely in due time. It 
would yield over 8% on the pres- 
ent price of the stock, which at 
20 sells about 7.0 times this year’s 
earnings and less than 5.6 times 
projected 1948 net. President 
Baker did not say that his stock 


looks like an attractive specula- 
tion, whatever it may do for the 
near future, but his figures and 
estimates point to that conclusion. 
(This column had already arrived 
at it, but is glad to have some 
“official” support.) 

Others 


For purposes of capital gain, 
there is not much point in splitting 
hairs on building stocks. They 
move pretty much together, gen- 
eral market conditions permitting. 
The top grades are, of course, 
Johns-Manville and U. S. Gypsum. 
But the biggest percentage moves 
are always either in lower-price 
stocks or those of lightly capital- 
ized companies. Among the for- 
mer, in addition to National Gyp- 
sum, this column likes Celotex and 
Flintkote. Among the latter, Rub- 
eroid is outstanding. The under- 
lying need for housing is pointed 
up by the fact that from 1930 
to 1940 about 5,000,000 new fam- 
ilies (marriages) were founded, 
only 2,700,000 new dwelling units 
built; between 1940 and 1946, 
there were 9,600,000 new families 
but only 2,600,000 new dwelling 
units; while this year’s new fam- 
ilies are estimated at 1,000,000, 
new homes at 700,000. The figures 
make no allowance for large an- 
nual fire and storm losses. 


Acting Well 


Stocks which have recently 
been meeting good demand in a 
generally indifferent market in- 
clude International Paper, Bucy- 
rus-Erie, Celanese, Gaylord Con- 
tainer, Hudson Motor, Minneap- 
olis-Moline, Sunray Oil, Skelly Oil, 
Pacific Western Oil, Household 
Finance, Martin Parry and Sharon 
Steel. 








DECLINES SHOWN IN RECENT EARNINGS REPORTS 








1947 1946 

| American Molasses ccc Year June 30 $ 1.42 $ 1.51 

Austin Nichols .... 4 mos. August 31 J 1.02 

| Beatrice Foods cece 6 mos. August 31 3.06 4.74 

| ‘Crowley-Milmer 2 6 mos. July 31 WW 99 

| Diana Stores eee ewe CL 1.06 1.13 

| Gimbel’ Brees cc. ©«manieiy sl 1.15 5.18 

| Hollinger Cons. Gold Mines... 6 mos. June 30 13 18 

Kitney (Go Re .. Omesrtuse IG 1.82 2.21 

| Percific Tel. Se Ted ne eeenenentntnnenentn 12 mos. August 31 3.07 6.29 
| Wyandotte Worsted icc 9 mos. August 31 82 1.98 | 
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The Personal Service Department of THE MaGazINE OF WALL STREET will 
answer by mail or telegram, a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability 
of your broker. This service in conjunction with your subscription should 
represent thousands of dollars in value to you. It is subject only to the fol- 


lowing conditions : 


1. Give all necessary facts, but be brief. 


2. Confine your requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





United Wallpaper Inc. 

Please furnish information on work- 
ing capital, earnings and prospects for 
United Wallpaper Inc.” 

P. R., Chicago, Iil. 

United Wallpaper Inc. reported 
net sales of $22,760,582 for the 
fiscal year ended June 30, 1947, an 
increase of 58.4% over the pre- 
ceding year, when $14,373,928 
was the sales volume. Net profits, 
including those of domestic sub- 
sidiaries, and after all charges, 
rose to $1,842,345, equal to $1.46 
a share compared with $759,413 
or 59 cents a share in the preced- 
ing year. Federal and state in- 
come taxes increased to $1,293,- 
548, as contrasted to $1,082,792 a 
year ago. Net working capital was 
reported at $4,542,688 compared 
with $6,145,643 at the close of the 
previous fiscal year. Ratio of cur- 
rent assets to current liabilities 
were 2.27 to 1. Book value of com- 
mon stock increased to $5.95 per 
share from $4.68 at the close of 
the last fiscal year. 

While the demand for wall 
paper is expected to continue high 
for the next twelve months, ac- 
cording to the president of the 
company, it is improbable that 
either sales or profits will be as 
large as for the year just ended. 

The company’s new plant at 
Aurora, Illinois, was substantially 
completed recently, and full pro- 
duction is anticipated by the end 
of the year. This plant originally 
scheduled to cost $2,000,000, will 
probably involve an expenditure 
of $3,737,090. This has been 
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caused principally by unavoidable 
delays, by constantly increasing 
prices for building materials, and 
by premium wage rates required 
to be paid to construction employ- 
ees. To meet these increased costs 
and to maintain a necessary work- 
ing capital position, additional 
borrowing will be required. A spe- 
cial meeting of United preferred 
stockholders will be held in Oc- 
tober to approve increasing the 
company’s permissable funded 
debt from $2,000,000 to $3,500,- 
000. Subject to this approval, 
Metropolitan Life Insurance Com- 
pany has agreedto lend the com- 
pany an additional $1,500,000. 
This loan would be repayable over 
a twenty year period, at an in- 
terest rate of 314,.%. The annual 
dividend rate of 25 cents per com- 
mon share will continue. 


Gardner-Denver Company 

Please report sales, earnings and 
prospects for Gardner-Denver Com- 
pany. C.R., Washington, D.C. 

Gardner-Denver Company man- 
ufactures rock drills, equipment 
and accessories, air tools, steam 
and electric driven pumps, com- 
pressors, steam governors, me- 
chanical loaders and miscellaneous 
air tools. Full production is com- 
pletely sold out for all of 1947 
and through almost half of 1948, 
according to officials of the com- 
pany. With the expectations of 
operating at full capacity, certain 
plant improvements will be made 
but no major plant expansion is 
contemplated. Working capital is 
now in excess of $10,000,000.00 


and no new financing is contem- 
plated in the near future. Foreign 
business of the company has in- 
creased over pre-war years, and 
is currently running about 38% 
of total production. 

Sales, which at $14,798,000.00 
in 1946 were about double the 
1937 total, are expected to approx- 
imate $18,000,000.00 this year. No 
price increases have been made 
this year, but there will be some 
increases shortly. Profit margin at 
present is around 14%, compared 
with 21% in 1937. On the basis 
of present cost, the company 
could break even on a sales volume 
of about $9,000,000.00, it is 
stated. Earnings for the first six 
months of this year amounted to 
$1.44 a share on the common com- 
pared with 69c in the like period 
of 1946. Full 1946 earnings were 
$2.44 a share. Dividend payments 
in 1946 amounted to $1.00 and so 
far this year were $1.10. The lat- 
est quarterly dividend to stock of 
record October 7th represents an 
increase of 10c a share. This ac- 
tion places the stock on a $1.40 
annual basis. Capitalization con- 
sists of 4% cumulative preferred; 
par $100. 25,000 shares outstand- 
ing and 656,049 shares of common 
stock outstanding. 

Stokely-Van Camp 

“Please report comparative sales and 
profits in recent years for Stokely- 
Van Camp Company.” 

Rk. A., Portland, Oregon 

Stokely-Van Camp Inc., attained 
new highs in both sales and earn- 
ings in the fiscal year ended May 
31, 1947. Except for 1938, Stokely- 
Van Camp sales have reached a 
new high each year for fifteen 
successive years. 

Net sales for the fiscal year 
ended May 31, 1947, reached a 
record high of $107,018,513, an 
increase of approximately 20% 
over the $88,969,163 reported for 
the preceding fiscal year. Over 
this period, sales to the U. S. Gov- 
ernment declined $7,774,370. Sales 
for civilian use increased from 
73,837,163 to $99,660,799. Net in- 
come for the latest fiscal year in- 

(Please turn to page 50) 
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Keeping A breast af Judusthriial 
+ and Company News ° 


With housewives all over the country pondering how to trim their food bud- 
gets, in line with requests from Washington, R. L. Sullivan, vice president of 





American Can Company is out with some timely suggestions. His advice is for the 
public to turn increasingly towards wholesome canned foods. 





According to this source, supplies of canned fruits, juices and vegetables 
are bigger than at any time before or during the war, and price increases have been 
only nominal compared with those of most other foods. In part this is due to the fact 
that prices for food cans themselves are up less than 5% compared with 1936. 





Need for new equipment to meet mounting demand for electric power has be- 
come urgent, reports Colonel H. S. Benton, managing director of Edison Electric 
Institute. Delivery delays, it seems, have narrowed the nation's excess power 
capacity to less than 8% compared with 12% last year. 








As analyzed by the magazine Steel, steel makers are farther behind in keeping 
pace with their orders than since the war end, except during strike periods. Hence 
allotments of sheets, strip, pipe and probably plate, are likely to be cut still 
narrower in the last quarter. 


A firm of certified public accountants, Seidman & Seidman, authority on the 
furniture industry, concludes that after pursuing a phantom depression for 15 months, 
the public apparently has accepted higher price levels. The result has been more 
liberal buying at every level. 





A few months ago, cancellations of furniture orders were rising by leaps and 
bounds. But during August an abrupt reversal in the trend encouraged the furniture 
industry. Cancellations practically vanished and buyers were desperately trying to 
reinstate orders. 


The steel industry has been establishing some peace time records for produc- 
tion i@ some respects, announces Benjamin F. Fairless, president of U. S. Steel 
Corporation. Subsidiaries of "Big Steel" have poured their 50 millionth ton of steel 
since VJ-Day, as proof of his claim. 








Among numerous concerns now confident of peak sales for 1947 is Blaw-Knox 
Company. William Witherow, president, predicts that volume for the current year 
will easily top the $46 million reported in 1946. Rising operating costs, though, 
create uncertainties over relative. net income. 





New construction planned by International Paper Co. for 1948 and 1949 will 
now involve about $47 million, up $25 million over earlier estimates. Upon completion 
the new facilities should increase kraft board capacity by 900 tons and kraft paper 
100 tons daily. 
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With instalment credit soon to be freed from restriction, Commercial Credit 
Company expects a rapid expansion in its activities. To increase its working 
capital, this concern has borrowed $18 million for 10 years at 3% from Metropolitan 
Life Insurance Co. and $7 million on the same terms from Mutual Life. 


Although farm equipment sales by International Harvester Co. are of record 
proportions, rural electrification has created new agricultural markets for exploit- 
ation. Alive to this, the company is putting out a new line of refrigerators and 
home freezers designed to meet special needs in this field. 


Rental of passenger automobiles and trucks seems to have won popular favor 
on @ much larger scale than one might think. Hertz Driv-Ur-Self system is now said 
to own 26,000 passenger cars and 7,000 trucks, operating in 250 United States and 
Canadian cities. 


Producers of automobile parts and accessories are enjoying a huge replacement 
business, as car owners struggle to keep their old conveyances going on the roads. 
In contrast to @ normal car scrappage of 3.5 million in prewar, last year only 1.4 
million autos went to the junk pile. Total automobile registrations now top 34 
million, an all time record. 


During 1947 and 1948 the fertilizer industry is confident of establishing 
peak records with a production around 17 million tons. Present capacity would per- 
mit an output of 20 million tons were it not for problems concerning labor, trans- 
portation and materials. Affluent farmers are buying more than twice as much 
fertilizer than in prewar. : 








Merger of General Machinery Co. and Lima Locomotive Co. has now been assured 
by stockholder acceptance of the terms. Production of Diesel powered locomotives, 
favored by domestic carriers, will now be undertaken by Lima on a decidedly expanded 
scale. 





For more than a year past, the management of R. H. Macy & Co. has been care- 
fully analyzing the results of its experiment in establishing subsidiary stores 
throughout the country. Cost savings through enlarged volume and the spread of 
overhead, it is said, have proved so impressive that the company's expansion program 
will probably be substantially broadened. 


Results of operations by the national banks for six months ended June 30, 1947, 
as furnished by the Controller of Currency, Preston Delano, are interesting to note. 
Though total net profits dropped $38.8 million compared with last year’s relative 
showing, these banks earned 9.11% on their capital funds, distributed cash dividends 
equal to 3.26% and retained the balance. 





The Internal Revenue Bureau is out with some other interesting statistics. 
In the first two months of the fiscal year 1947, Federal tax collections were more 
than $214 million higher than in the same period last year. Considering a relative 





decline of $441 million in receipts from excess profits taxes, the improvement looks ~ 


still more substantial. 


Enlarged personal incomes have swollen the ranks of sportsmen bent on hunting 
deer and wild fowl. Winchester Repeating Arms Co. reports that during the past 12 
tronths it has produced more sporting arms than ever before in its 81 year history. 





To bring textile prices into line and at the same time help Burope get back 
on its feet, Royal Little, president of Textron, Inc., has a novel suggestion. He 
proposes that we ship abroad the two million surplus spindles of the textile in- 
dustry, on fair remuneration by Washington. While this equipment is not ultra-modern, 
low wage rates overseas would be an offsetting factor. 
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SUMMARY 


MONEY AND CREDIT — Interest rates continue to rise 
slowly. Banking profits begin to pick up again. Private in- 
debtedness rose $8 billion last year; but Federal debt was 
reduced by $15 billion. Canada also ponders measures to 
ease dollar shortage. 


TRADE — Department store sales sharply higher than a 
year ago. Profit per dollar of sales less than half of what it 
was a year ago. August sales by most retail groups were 
below last year. Outstanding exceptions were automobiles, 
building material, home furnishings, filling stations and food. 


INDUSTRY—Business activity rebounds sharply following 
settlement of strike in Pittsburgh steel district. Public works 
construction started during first half was 43% above last 
year. August furniture orders were 28%, above last year, 
with shipments up 15%. August dividends 8° over last 
year, against 14%, increase for three months ended Aug. 31. 


COMMODITIES—Futures drop on talk of higher margins, 
then rally with Government buying for export. Administra- 
tion talks of reducing grain exports and urges home folks to 
eat a little less. We will have to if food prices continue to 
soar. World wheat crop this year to be 6!/2°%/, below last 
year. Sugar futures weaken on end of allocation by World 
Food Council. 
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With resumption of steel operations following settlement 

of a local strike in the Pittsburgh area, Business Activity 

icked up again during the fortnight ended Sept. 20 to a 

laa 4!/2°/, above last year at this time and less than 1% 

below the all-time high touched around the end of March. 
* 


The Federal Works Agency reports that public works 
Construction started during the first six months of 1947 
was valued at $954 million, 43% above the like period last 
year. 

* * * 

August Furniture orders were 28°, ahead of the like 

month last year, with shipments up | 5%. 
* 


Publicly reported cash Dividends in August (about 60% 
of all payments) came to $179.4 million, a gain of 8%, over 
last year against an increase of 14%, for the three-months’ 
period ended Aug. 31. Largest three-months’ increase was 
51%, for the textile and leather group—with mining, at 49%, 
running a close second. Disbursements by railroads and 
communications were 6%, to 3%, smaller, respectively, than 
a year ago. 

* * & 

Cooler weather was partly responsible for an upturn in 
Department Store Sales during the week ended Sept. 20 
to a level 8°, above last year, compared with a cumulative 
gain of only 7%, for the year to date. At New York City they 


(Please turn to following page) 
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Latest Previous Pre- 
Wk. or Wk. or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor 
MILITARY EXPENDITURES—$b (e) | Aug. 0.96 0.96 1.52 1.55 : 
Cumulative from Mid-1940___ | Aug. 358.4 3574 341.9 13.8 (Continued from page 4!) 
were up 21%, and 40% during the following week, 
FEDERAL GROSS DEBT—Sb Sept. 24 258.9 258.9 265.2 55.2 compared with last year when sales and deliveries 
were cut by strikes. 
MONEY SUPPLY—S$b as 
Demand Deposits—94 Centers. Sept. 17 47.3 47.4 46.0 26.1 
Currency in Circulati Sept. 24 28.6 28.6 28.5 10.7 Department store Net Profits per dollar of sales 
averaged only 3.1 cents during the first half of 1947, 
BANK DEBITS—13-Week Avge. compared with 6.4 cents for the like period last 
New York City—$b____ Sept. 17 7.13 7.15 747 4.26 year. More mark-downs, smaller mark-ons and lower 
93 Other Centers—$b___ Sept. 17 10.82 10.74 11.81 7.60 cash discounts contributed to reduce gross margins. 
cee a oe Evidently department stores are not responsible for 
PERSONAL INCOMES—$b (cd3) July 196.9 195.1 179.0 102.0 the mounting cost of living this year. 
Slides ines July 121.5 121.1 109.9 65.6 
r4 Jul 14.3 14.1 13.3 10.0 oe oe 
Interest & Dividends__..___ | -"Y 
Farm Marketing Income (ag) June 2.19 1.99 1.52 1.21 Granting of a major portion of the requested 
Includ’g Govt. Payments {ag)___- June 2.21 2.03 1.57 1.28 26.8% increase in Freight Rates, however, will 
a give another boost to prices, including the carriers’ 
CIVILIAN EMPLOYMENT m (cb) Avg. 59.9 60.1 57.7 51.8 own costs; yet they must have the increase to meet 
Agricultural Employment (cb) Aug. 9.5 10.1 9.1 8.8 expanding outlay for wages and material. 
Employees, Manufacturing (Ib)_ Avg. 15.5 15.2 “<9 13.8 a rime sa 
Aug. 5.3 5.3 55 48 
Employees, Government (ib) __ 
UNEMPLOYMENT—m (cb) Aug. 2.1 2.5 2.1 3.8 Net private Indebtedness rose $8 billion during 
Satay 1946, ending the year at around $150 billion. Yet 
FACTORY EMPLOYMENT (1b4) =| 4¥9- 153 150 148 147 total net private and public debt declined nearly 
Durable Goods Avg. 177 175 17! 175 $15 billion last year, owing to retirement of $23 
Non-Durable Goods Aug. 135 130 130 123 billion of Federal debt, mostly from idle Treasury 
FACTORY PAYROLLS (Ib4) July 314320 267198 cash, 
—. ee * * * 
FACTORY HOURS & WAGES (ib) 
Weekly Hours July 39.9 40.3 39.7 40.3 Net profits of our National Banks totaled $242 
Hourly Wage (cents) July 123.4 122.7 109.3 78.1 million for the first half—$39 million less than last 
Weekly Wage ($) July 49.25 49.37 43.38 31.79 | year; but still at an annual rate of 9.1% on capital. 
: Earnings assets are now expanding again and third 
PRICES—Wholesale (Ib2) Sept. 20 158.1 157.4 128.8 92.2 quarter profits should at least equal last year’s. 
Retail (cdib) June 178.8 177.1 147.7 116.2 ae 
COST OF LIVING (Ib3) June 157.1 156.0 133.3 110.2 Interest Rates continue to edge up slowly, 
Food June 190.5 187.6 145.6 113.1 though intermitently. The Treasury has lifted its rate 
Clothing June 185.7 185.0 157.2 113.8 on I-year certificates to 1%, against 74% previ- 
Rent June 109.2 109.2 108.5 107.8 ously. Following this, leading New York banks have 
raised their rates to I'/g%, from 1%, on prime com- 
RETAIL TRADE—S$b mercial paper running up to 90 days. 
Retail Store Sales (cd) Aug. 8.82 8.57 8.56 4.72 Be she 
Durable Goods ___ Aug. 2.05 2.07 a7 1.14 
Noa-Durable: Goods Aug. 6.77 6.50 6.79 3.58 Under heavy demand, Government bond prices 
Dep't Store Soles (mrb)____| Aug. 0.67 0.62 0.72 0.40 | have held firm despite sales by Federal agencies 
Retail Sales Credit, End Mo. (rb2) | July 4.87 4.90 3.35 5.46 | of $1,675 million during the five-months’ period 
= BoE one he __. | ended Aug. 31. On the other hand, Yields on cor- 
MANUFACTURERS’ | porate bonds are creeping up slowly as evidenced 
New Orders (cd2)—Total____——— July 231 245 204 181 by a decline in the M. W. S. index of high grade 
Durable Goods = July 262 270 229 221 railroad bonds to the lowest level since 1944. 
Non-Durable Goods seey | July 212 229 188 157 AAS 
Shipments (cd2)—Total __.__—_—‘|: July 270 292 206 184 
Durable Goods | July 287 323 216 223 Recently, an A-rated utility bond—the Mononga- 
Non-Durable Goods | July 258 271 199 158 hela issue—was offered to yield 0.6% more than 
wake — | sthe Treasury 2!/4s. Early this summer the spread on 
BUSINESS INVENTORIES, End Mo. | an issue of similar grade was only 0.4%. Investors 
Total—$b (cd) | July 38.5 38.7 30.1 26.7 seem to be in a mood now to prefer safety to yield, 
Manufacturers’ | July 22.7 22.6 38.0 15.2 and still regard U. S. bonds as the safest media 
Wholesalers’ July 6.7 6.8 47 43 available, despite lavish Government spending. 
Retailers’ July 9.1 9.3 74 7.2 ae 
Dept. Store Stocks (mrb} = )| duly 1.8 1.9 1.7 1.4 
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Latest Previous Pre- 
— Wk. or Wk. or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago _ Harbor 
’ WSINESS ACTIVITY—i—pe Sept. 20 lel! 159.4 (158.0 ‘141.8 
(M. W. S.)—I—np Sept. 20 179.8 177.4 172.4 146.5 | Canada is expected to have a net adverse trade 
oo a a = a eoe ae balance of $550,000,000 this year, which apparently 
INDUSTRIAL PROD. (rb)—I—np | Aug. 182 177 178 174 ‘ll h b bit oak 
Mining Aug. 150 134 144 133 will have to be met out of her U. 5. dollar reserves 
k Durable Goods, Mfr...._.-_-___ | Aug. 211 208 208 141 of $1,244,900,000 (as of Jan. |, 1947). This would 
Meeks Non-Durable Goods, Mfr.._______ | Aug. 169 164 164 141 ais ; 
paring — re = leave the Dominion far from poverty-stricken at the 
C(ARLOADINGS—t—Total Sept. 20 931 922 899 833 end of the year; but she intends to be forehanded 
Manufactures & Miscellaneous. Sept. 20 413 404 389 379 
Mdse. L. C. L. Sept. 20 120 121 122 156 and stand squarely on her own feet. 
Grain __ Sept. 20 54 56 48 43 ame ae 
sales ae = - : 
1947, HEC. POWER Output (Kw.H.)m Sept. 20 4.977 ; 5,053 4,507 3.267 Canada’s reputation for resourcefulness and in- 
len SOFT COAL, Prod. (st) m | Sept. 20 12.2 12.6 12.6 10.8 tegrity would make it possible to float a sizeable 
lower Cumulative from Jan. |___ | Sept. 20 438 426 Oa a soeaiacanl 
irgins. Stocks, End Mo | Warels S77 49.5 58.5 61.8 ollar loan in this country; but several alternatives 
Hatton ahaa cima’ | a ee "Tale oo are under consideration. There is talk of restricting 
"Gude an Daily m | Sept. 20 52 52 48 4.1 imports, devaluing her currency, subsidizing gold 
line Stocks Sept. 20 82 83 87 86 production, and she has even hinted that it would 
Fuel Oil Stocks Sept. 20 57 56 58 94 . 3 ; 
— Heating Oil Stocks | Sept. 20 59 58 59 55 be nice and neighborly if Uncle Sam would suspend 
: eS — = # his tariff ds i ted f : 
r, will | [WMBER, Prod. (bd. ft.) m | Sept. 20 542 513. «= 480632 Ey ae 
irriers’ Stocks, End Mo. (bd. ft.) b | July 5.6 53 3.9 12.6 * * * 
meet | TStEEL INGOT PROD. (st.) m Aug. 699 &87 693 496 | Talk of devaluing the Concdian dollar hes of 
Cumulative from Jen. |__| Aug. 55.8 48.8 40.8 74.7 : ° : 
(ela a 235. eee = times given an upward shove to stocks of Canadian 
FINGINEERING CONSTRUCTION | gold mines and paper mills listed on American ex- 
Ril AWARDS—$m (en) | Sept. 25 135 91 84 94 | Hise : 
Candlative tiem Sen. | | Sept. 25 4,106 3,971 4,061 5,692 | oem The reason for this is that devaluation 
ries | Se tac | would hela a wane increase ” one earned by 
f $23 Paperboard, New Orders a aes | Sept. 20 153 180 157 i Canadian companies whose principal markets are 
U. S. Newsprint Consumption (st)t.... Aug. 385 361 352 52 | in the U. S.—until the inflatt . . 
easury Do., Stocks (mpt) End Month... Aug. 474453 469 — ornate 
Whiskey. Production (tax —* | July 72 99 8.9 11.8 | valuation upon Canadian costs of production be- 
Do., Domestic Sales... .| July 3.0 3.3 4.9 8.1 | fullnettacti 
Do., Stocks, End Month... July -— a “ao o. (ree 
1 $242 


ag—Agriculture Dept. b—Billions. cb—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept. (Avge. Month 1939—100). cd3— 


a last ommerce Dept., seasonally adjusted monthly totals at annual rate. cdib—Commerce Dept. (1935-9—100), using Labor Bureau and other 
apital. ata. e—Estimated. en—Engineering News-Record. |—Seasonally adjusted Index (1935-9—100). Ib—Labor Bureau. !b2—Labor Bureau 
d third (1926—100). !b3—Labor Bureau (1935-9—100). !b4—Labor Bureau, (1939—I100). It—Long Tons. m—NMillions. mpt—At Mills, Publishers, 


s. pnd in Transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without Compensation for Population growth. po— 
Per Capita Basis. rb—Federal Reserve Board. rb2—Federal Reserve Board, Instalment and Charge Accounts. st—Short Tons. t—Thousands. 
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slowly, 
its rate of ————_ 1947 Indexes (Nov. 14, 1936, Cl_—100) High Low Sept. 19 Sept. 26 
previ- | fiwes (1925 Close—100) High Low Sept. 19 Sept.26 | 100 HIGH PRICED STOCKS____ 89.87. 72.58 82.65 —81.16 
have COMBINED AVERAGE ____ 148.8 11.5 130.4 120-7 100 LOW PRICED STOCKS___ 183.14 124.35 146. él ‘143. 21 
e com- 4 Agricultural Implements ___ 188.0 143.4 185.7 181.6 | 6 Investment Trusts__.- === 62.8 48.3 58.3 56.2 
Il Aircraft (1927 Cl—100)_ 167.1 108.2 138.4 134.9 3 Liquor (1927 Cl—100)____ 933.6 592.1 779.5 759.8 
— Lines (1934 Cl—l00)_ 636.9 467.2 495.0 468.3 | 8 Machinery = s159.4 12321 148.0 146.1 
146.0 101.7 105.9 101.7b 3 Mail Order sCéd'292;25 84.2 107.2 103.6 
1 Automobile Accessories 237.4 161.9 193.2 190.8 | 3 Meat Packing si 84.9 102.8 101.2 
prices \| Automobil 42.8 30.8 37.2 36.1 | 13 Metals, non-Ferrous 196.7 137.4 149.8 146.6 
jencies 3 Baking (1926 Cl—100)__s 24.1 18.9 19.7 19.6 | 3 Paper 39.9 31.3 39.6 39.8 
period } Business Machines ________ 301.6 230.8 254.0 249.4 | 23 Petroleum _. ss 215.5 172.2 202.2 196.3 
2 Bus Lines (1926 Cl—100)__._ 175.0 116.1 130.8 127.4 20 Public Utilities _.. === s«d:3'4-.4 104.3 116.0 114.4 
on’ core WGhemecals = 6 N.G 223.8 248.4 244.2 5 Radio (1927 Cl—100)__— 23.2 16.1 19.4 18.9 
denced 2 Coal Mining — 20 14.0 17.2 16.5 8 Railroad Equipment 80.6 55.8 63.7 61.8 
grade 4 Communication __.-_-__._ 558.3 40.6 49.7 48.7 23 Railroads 27.2 17.0 21.4 20.9 
y 3 Construction 85 48.0 61.3 60.0 3 Realty 32.9 22.9 26.0 26.4 
T Contai 371.5 291.4 332.1 327.1 2 Shipbuilding ___-__-SEE—s«iH'S. 87.4 107.4 116.0A 
8 Copper & Brass__ s«i'*'' 32. 90.9 102.5 99.2 % Sow Stinks. SIRS 462.9 561.9 551.7 
2 Dairy Products === tsi. 55.9 59.7 58.4 13 Steel & lron 121.1 90.7 107.5 105.4 
nonga- 5 Department Stores _.___ ss 78.6 55.6 65.3 63.5 3 Sugar 68.2 51.4 55.3 52.5 
edition 5 Drugs & Toilet Articles____. 2232 149.4 162.9 160.8 2 Sulphur 253.8 211.0 230.7 = 227.1 
oii iat 2 Finance Comp 255.8 203.3 240.5 2307 3 Textiles 137.6 93.8 132.2 128.1 
] Food Brands __Es«~'9002«4 155.2 172.2 170.2 3 Tires & Rubber__._==———s_s 41.4 28.8 31.3 30.8 
wvestors 2 Food Stores = ti«782«F 63.6 71.9 70.8 6 Tobacco 87.4 65.2 71.4 69.7 
o yield, } Furniture 94.3 66.1 78.5 77.8 2 Variety Stores. == 342.5 289.1 317.0 313.9 
media } Gold Mining....______ 924.7. 738.4 = 860.1 846.0 | 19 Unclassified (1946 Cl—I00) 108.5 83.7 98.5 96.7 
ing. 
° A—New HIGH since 1946. b—New LOW since 1945. - 
TOBER 11, 1947 43 


REET 

















——— 





Food and feed grains rallied sharply during the past fort- 
night under renewed Government buying for export and reports 
that the soil is too dry for planting next year's winter wheat crop. 
Grain men think that unless rain comes to the southwest within 
a few weeks, the situation may become serious. The Exchanges 
have decided to raise grain margins 5 cents a bushel for each 
advance of 10 cents in prices; but it is believed that this will 
have little effect upon prices in comparison with the major influ- 
ence, Government buying for export. Agriculture Secretary 
Anderson recently admitted that prices rise and fall as the 
Government moves in and out of the market. Nevertheless, at 
the next session of Congress efforts will be made to make 
“speculators” and commodity exchanges scapegoats for the 
mounting cost of living. Worse still, some of the bureaucratic 


planners in Washington have cooked up a scheme under which 
the Government would buy up practically the entire whea 
supply and then allocate the grain into whatever channel 
bureaucratic officials, in their infinite wisdom, see fit. Propo. 
nents of the plan admit that attempts to buy up all wheat would 
force prices to fantastic heights; but their salaries would cove, 
their own living expenses, so why worry about John Q. Public) 
Congress will not O. K. such a wild scheme; but we mention i 
to show how far an authoritarian Government will go, if giver 
enough rope. Meanwhile wholesale food costs have already 
soared to 23% above the May, 1920, peak which preceded 
the post-World War | slump and there is no end in sight s 
long as foreign demand remains insatiable. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
; Spot Market Prices — August 1939, equals 100 


De- ° 

Sept.27 Ago Ago Ago Ago Ago 194I 
28 Basic Commodities_______ 328.3 323.4 306.1 301.0 334.1 243.2 156.9 
11 Imported Commodities__ 294.5 286.2 274.4 268.7 291.6 225.7 157.5 


Date 2Wk. | Mo. 3Mo. 6Mo 1 Yr 


Date 2Wk. | Mo. 3Mo. 6Mo. 1 Yr. D 
Sept.27 Ago Ago Ago Ago Ago | 
379.0 389.3 378.0 357.0 348.8 293.9 16 
415.3 409.6 362.1 364.0 412.6 304.0 It 
273.1 270.7 264.2 260.7 280.0 205.6 | 


7 Domestic Agriculture___ 
12 Foodstuffs 



















































































17 Domestic Commodities. 352.2 350.1 328.6 323.9 364.9 255.3 156.6 16 Raw Industrials 
RAW MATERIALS SPOT INDEX COMMODITY FUTURES INDEX 
Ine JULY AUG. ster NE JUL vG. SEPT. 
MAGAZINE OF jaye 
INDEX DOW-JONES 
WALL STREET COMMODITIES INDEX 
1S0 — 160 mM 
r Fond 
140 
14 on ee 1923-5 Average equals 100 Average 1924-26 equals 100 
g- 26, 1939—63.0 Dec. 6, 1941—85.0 
1947, 1946 1945 1943, 1941 1939. 1938 1937 ee. e S — : 
High _____. 150.4 128: 95.8 92.9 85.7 783 65.8 93.8 High —.... 163.63 127.07 106.41 96.57 84.60 64.67 54.95 8 
Low 126.4 95.8 93.6 89.3 743 61.6 575 64.7 Low _ 117.14 104.21 93.90 88.45 55.45 46.59 45.03 5 
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Gti being done at Willow Run! 


_ KAISER-FRAZER NOW 


WORLDS FOURTH LARGEST 
PRODUCER of AUTOMOBILES! 


More Than 87,000 Kaiser and Frazer Owners— 
as Production Records Soar at Willow Run! 


MORE THAN A CAR A MINUTE 


UNITED PRESS NEWS STORY 


OCTOBER 11, 


$2,152 and $2,550. 





Detroit, Aug 16 (UP)—The 
Kaiser-Frazer Corp., banking on a 
war-born boom in new cars, has 

daut i perts byturn- 
ing up as the industry’s fourth 
largest producer 

A little more than a year ago 
Kaiser and Frazer cars did not ex- 
ist except on ee A little more 
than six months ago the company 
borrowed $12,000,000 to keep its 
head above financial waters. 

Today production figures show 
K-F is grinding out some 2,500 
passenger cars a week, better than 
any of the independents and run- 
ner-up to the “Big Three” —Gen- 
eral Motors, Ford and Chrysler. 

And the company is making 
money 
Viewed as Miracle 

Some observers call it 2 ‘‘mir- 
acle” that Kaiser-Frazer has been 
able to do what few fledgling man- 
ufacturers could accomplish— 
crash into the highly-competitive 
automobile business and stay there 

Admittedly the company cashed 





S}in on an opportune moment—a 


time which public clamor for new 
cars was at its highest. In part it 
disappointed the public by promis- 


A ing to build cars that would com-| 4 
; | pete in the low-priced market and 


is offering now three models that 
are listed at the factory at $1,917, 


KAISER-FRAZER RANKS 
FOURTH IN PRODUCTION 





But what amazes the experts is i 


that K-F has been able to build 
autos in volume at all in the face 
of material shortages that have 
hamstrung the production sched- 
ules of even the long-established 
manufacturers. It hasn’t been easy, 
but the result is another tribute to 
canny Henry Kaiser, the produc- 
tion miracle man of the war. 

Kaiser seldom comes in direct 
contact with the clanging produc- 
tion lines at the huge Willow Run 
plant, but wields power behind the 
scenes, especially in financial mat- 
ters, and is consulted on all major 
moves. 

His partner, Joseph W. Frazer, 
concerns himself mainly with sales 
of the new product. 

Son Captains Production Team 

On the scene at Willow Run the 
destinies of the company are guided 
by Edgar F. Kaiser, 39-year-old son 


of the “‘old man,”’ who has gathered j . 


aboyt him a smart production 
team. The team has come a long 
way since June of last year when a 
total of seven cars was turned out. 

Thi» June—a year later—the 
company passed other independents 
with an output of 12,039 units and 
is shooting for a goal of 14,000 in 


ugust. 

Its labor force, containing a high 

— of yeung war veterans, 
as grown from a few thousand to 

9,000 at the Willow Run plant. 
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and production is still being 
increased as rapidly as 
highest quality standards 
will permit! 





How Kaiser-Fra 
How Zer 
Maintains the Quality of 


Its Products and Services 


* K-Fh 
[S substg tial: 
vestments in ee 
*Upplying many." 
materials. y taw 


O K-F Distrib and parts 
oe K-F Dealers, parts and service stations 








Wherever you drive, wherever you go, 
‘round the corner, down the street, there is a 
Kaiser-Frazer dealer ready to serve you with 
genuine factory parts and approved service. 


YOUR KAISER-FRAZER 
DEALER IS DELIVERING’ NOV 


*Act quickly! See your nearest dealer now for an early delivery date. 
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Inflation Around The World 





(Continued from page 21) 


But nothing of that sort has hap- 
pened, although in some countries 
a moderate contraction of pur- 
chasing power has been reported 
(Mexico, Brazil, Ecuador) and 
sales and prices in some lines 
(textiles) have apparently fallen 


That Latin America has not 
as yet experienced deflation may 
be due (1) to the fact that con- 
sumer goods imports have been 
kept down. As a rule, Latin 
American countries have pre- 
ferred the importation of indus- 
trial and transportation equip- 
ment. It will take time for the 
imports of capital goods to result 
in increased production and 
lower prices. (2) In recent years 
Latin American countries took a 
lead from practices abroad, and 
started to create considerable 
purchasing power through budg- 
etary deficits. This has been par- 
ticularly true in Argentina, Mexi- 
co, Brazil, Chile, and Peru. 


Latin American Problems 


In contrast with European 
practice, inflationary pressures 
have been scarcely “repressed” 
by controls. Private initiative has 
not been interfered with, or pro- 
duction discouraged. The main 
problem in Latin America will be 
the adjustment of prices and 
costs of the countries where 
Latin American goods are being 
sold. The time will come when 
the international price level will 
begin to decline and when Latin 
America will be forced to expand 
her exports. The adjustment will 
probably be made in the least 
painful way by currency devalu- 
ation. A glance at the free market 
quotation for the dollar in in- 
dividual Latin American coun- 
tries (table II) provides an idea 
how drastic such devaluation 
eventually might be. 

Not all European countries 
have been blighted, however, by 
the combination of inflation and 
socialist-collectivist controls. Bel- 
gium has remained relatively free 
of such controls. At the instiga- 
tion of M. Camille Gut, now the 
head of the Monetary Fund, 
enegetic steps were taken as early 
as October 1944 — as the latest 
report of the Bank for Interna- 
tional Settlements describes it — 
“to put the budget in order and 
to keep the total volume of credits 
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granted within tolerable limits 
(partly by raising interest rates). 
Developments have shown that, 
given such policy, many prob- 
lems in the balance of payments 
tend to solve themselves.” 

As will be seen from table II, 
the Belgian franc is being quoted 
at an insignificant discount. Do- 
mestic and foreign capital is ap- 
parently being attracted to Bel- 
gium, and as Mr Frere, the head 
of the National Bank, recently 
reported, the country’s gold and 
dollar reserves actually increased 
some $110 million since January. 
Belgian industrial production is 
back to the pre-war level. 

Swiss Gold Inflation 


Switzerland has been faced by 
an inflation peculiar to herself — 
gold inflation. So heavy was the 
inflow of gold that the Swiss, 
fearing an expansion of currency 
and higher prices, decided to re- 
sell gold to the public. At first, 
gold bars and gold coins were 
sold to anybody, a Swiss national 
or a foreigner. But when imports 
became heavier and the danger of 
inflation passed, the gold sales 
were gradually restricted and 
finally last August stopped alto- 
gether, undoubtedly partly under 
pressure of the Monetary Fund 
authorities. 

In Seandinavian countries, be- 
cause of relatively small deficits, 
inflation has been “manageable” 
without too many controls. Con- 
sequently there has been little 
interference with private initia- 
tive. Since the reopening of inter- 
national trade has _ permitted 
larger imports, the prices in Scan- 
dinavian countries have actually 
declined. In Portugal, prices have 
also been relatively stable and in- 
flation has been “manageable” 
without too many controls. 

Most of the “satellite” coun- 
tries of Eastern Europe suffer 
from bad cases of inflation and 
collectivism. The situation is par- 
ticularly bad in Yugoslavia where 
production has hardly started. In 
Hungary and Roumania, the Gov- 
ernments took bold steps to ad- 
just drastically the relation be- 
tween the supply of goods and 
the volume of money. In Rou- 
mania, for example, all the old 
bank notes were cancelled and 
new notes isued only in the equiv- 
alent of about $2 per person. The 
country is short of currency and 
the people are forced to work 
hard to earn additional money. 
Besides, the measures conve- 
niently wiped out all the rich 





people. There is nothing but “pro- 
letariat” in Roumania at present. 

In China, the postwar inflation 
has been of an extreme kind. The 
Government has been financing 
the anti-Communist campaign by 
printing money, with the result 
that confidence in the Chinese 
dollar has been ebbing away fast. 
Production, particularly on the 
part of farmers, was discouraged, 
and exporters refused to export 
as long as they got only CN 
$12,000 per U.S. $1. — while in 
the black markets the dollar was 
selling at around CN $50,000. 
The problem was recently solved 


-by the establishment of an “offi- 


cial” open market where im- 
porters are free to bid for the 
dollars and other currencies of- 
fered by exporters. 


Situation In Japan 


The problem facing Japan con- 
sists also of fiscal and monetary 
reforms. Balance of the budget, 
however, will have to come first. 
Extreme inflation has discouraged 
the production of food and has 
resulted in serious evasion of rice 
collecting regulations. 

Inflation in India and the Near 
East, Egypt, Palestine, Iraq, 
Syria, and Iran is much of the 
same kind as in Latin America. 
But instead of being caused by 
war-time exports, it resulted 
from the heavy military expen- 
ditures of the Allied Powers. 
When these _ expenditures 
dwindled in 1944 and 1945, prices 
declined considerably, but are still 
far above the international price 
level. A downward adjustment of 
exchange rates will probably be 
necessary. Once confidence is re- 
established, considerable amounts 
of gold and dollars may reappear 
from hoards. 

By far the biggest drop in 
prices since the end of the war 
has taken place in the Philippines. 
Controlled government spending 
and rapidly increasing production 
of goods for export and domestic 
consumption have brought about 
a remarkable reversal which 
could be a lesson to European 
countries. 





Investment Audit Of 
E. W. Bliss Company 





(Continued from page 30) 


support of this premise, the com- 
pany has stated that though 
backlog orders have declined to 
around $21 million compared with 
$28 million at the beginning of 
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the year, this reflects stepped up 
output rather than a slowing up 
of incoming orders. The influence 
of this factor upon profit margins 
is shown by a rise to 14.2% from 
7.8% last year. But how sensitive 
profit margins of Bliss are to 
varying volume and operating 
conditions is clearly shown by 
the sharp fluctuations in margins 
that occurred over a period of ten 
years. Under conditions such as 
now prevail, very satisfactory 
profit margins are achieved, but 
this of course is subject to change 
depending on volume tren 
Overhead expenses are not aie 
large but difficult to curtail in 
slack times, for the company has 
to maintain a large staff of highly 
paid technicians at all times, as 
well as half a dozen district sales 
and service offices. In the four 
year period 1937-40, the average 
profit margin of 6.3% was per- 
haps a bit smaller than might be 
expected during intervals of slow 
business that may recur, because 
of the company’s improved oper- 
ating policies. The 11.5% average 
for the past ten years appears to 
constitute a more normal average 
long-term expectation. 


Postwar Earnings Improvement 


As was to be expected, freedom 
from price control and above all 
elimination of excess profits taxes 
have markedly contributed to the 
postwar earnings improvement. 
As against a net profit margin of 
5.7% in 1946, the same ratio 
during the first half of this year 
had risen to 8.8%, more than 
double the ten-year average and 
greatly exceeding any war-time 
figure, despite higher volume dur- 
ing those years. With smoother 
operating conditions assured, re- 
sults for the second half of this 
year should be at least equally 
favorable. According to an official 
statement, net earnings for the 
second half are expected to match 
at least those of the first half 
when net profits of $4.40 a share 
were reported. This points to full 
1947 net of about $9 a share, an 
all-time record high. 

It appears a reasonable expec- 
tation that the company can an- 
ticipate high volume operations 
for a considerable period. The 
order backlog alone points in this 
direction, as do the fairly well 
defined prospects for further vol- 
ume business from major client 
industries. Expansion of the steel 
industry, for instance, is likely 
to be productive of sizable orders 
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THE CHASE 
NATIONAL BANK 


OF THE CITY OF NEW YORK 


STATEMENT OF CONDITION 
SEPTEMBER 30, 1947 


RESOURCES 





Cash and Due from Banks 
U. S. Government Obligations . 
State and Municipal Securities . 
Other Securities eed ke 
Loans, Discounts and Bankers’ 
Acceptances . F 
Accrued Interest Wicekcatite 
Mortgages : en a 
Customers’ Kerdviacia Liability 
Stock of Federal Reserve Bank 
Banking Houses 
Cther Assets. 


LIABILITIES 





Capital Funds: 


Capital Stock. . $111,000,000.00 


Surplus. 154,000,000.00 
Undivided 
Profits 53,834,539.57 


Dividend Payable November 1, 1947 
Reserve for Contingencies . . 
Reserve for Taxes, Interest, etc. . . 
Deposits. . . «© + © «© «© « « 
Acceptances . 
Outstanding . . $ 15,868,835.12 
Less Amount 


in Portfolio 4,969,057. 42 


Liability as Endorser on Acceptances 
and Foreign Bills 


Other Liabilities . . . - « « 


$1,193,069,368.82 
2,138,599,520.72 
91,853,462.40 
152,350,694.79 


1,264,224,713.58 
13,780,235.97 
10,222,654.39 
10,009,200.84 
7,950,000.00 
31,204,268.45 
4,418,464.02 
$4,917,682,583.98 


$ 318,834,539.57 
2,960,000.00 
17,290,964.97 
10,203,806.37 
4,541,740,606.05 


10,899,777.70 


4,412,952.93 
_11,339,936.39 
$4, 917,682,583.98 


United States Government and other securities carried at 
$287,317,070.00 are pledged to secure public and trust de- 
posits and for other purposes as required or permitted by law. 


Member Federal Deposit Insurance Corporation 
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She’s here! 


CHICAGOe TWIN CITIES e MON 
Though only a few weeks old, the OLymp1aAN HrawaTua has 
already won acclaim as the Queen of the Hiawatha fleet. 


7; TWIN CITIES ! 


TWO A DAY e EACH WAY 
CHICAGO e MILWAUKEE 
LA CROSSE e WINONA 


ST. PAUL e MINNEAPOLIS 





oft. the Speodiinere 





‘“‘Anamikon Nishime’’ 
Ojibway for 
**Welcome, little sister” 


CHICAGO e CEDAR RAPIDS 


SIOUX CITY e SIOUX FALLS 


F. N. Hicks, Passenger Traffic Manager 
Chicago, Milwaukee, St. Paul and Pacifie Railroad 


TANAe WASHINGTON 


4 / NORTH woods 


THE FISHERMAN’S FRIEND 
SERVING THE BEAUTIFUL 
UPPER WISCONSIN VALLEY 
MINOCQUA e WOODRUFF 


/ f. MIDWEST, J 


THRU THE CORN BELT 


DES MOINES e OMAHA 


708 Union Station. “ hicago 6, IIL. 








for some time to come. Sooner or 
later, the automobile industry 
must retool for new models and 
return to its prewar habit of an- 
nual model changes, meaning 
more frequent retooling. E. W. 
Bliss Co. will be an important 
beneficiary of such development. 
As the largest producer of me- 
chanical presses of every type, and 
as an important maker of con- 
tainer and hydraulic metal work- 
ing machinery, as well as other 
equipment, the company, no doubt 
faces a prolonged period of quite 
active business. Foreign business, 
too, is likely to be substantial. 
Leverage of large sales should 
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produce per share earnings far in 
excess of average experience. 
Despite normally conservative 
dividend policies to maintain and 
build up working capital, the 
present quarterly 50c dividend on 
the common may well be supple- 
mented in view of the favorable 
outlook ahead. Even at the $2 
annual rate, the yield at present 
market price for the stock of 
around 29 is high, exceeding 
6.5%. There seems to be little 
question, that, a $2 annual divi- 
dend, if not better, can be main- 
tained by the company for a con- 
siderable time; thus on yield 
alone, the stock has attraction. 





Prospects of price appreciation 
are more difficult to gauge under 
today’s unenthusiastic market 
conditions. In relation to current 
and prospective earnings, the 
stock is extremely modestly val- 
ued, selling at little more than 
three times indicated 1947 net. 
Reluctance to fully discount 
prospective earnings possibilities 
has no doubt to do with realiza- 
tion of the cyclical nature of the 
company’s business, but perhaps 
to a greater degree appears due 
to present market hesitancy 
which militates against more ade- 
quate valuation of indicated po- 
tentials. Any improvement in 
market sentiment thus could be 
productive of worthwhile price 
enhancement of the stock. At cur- 
rent level of 29, the stock is hold- 
ing close to this year’s high of 
31. Back in 1945, when contract 
cancellations and _ reconversion 
produced a deficit of 14c a share, 
the stock reached a high of 361% 
which compared with last year’s 
top of 3314. 

Gain In Asset Values 


Indicative of the marked im- 
provement of the stock’s position 
is the large gdin in asset backing 
that has occurred since 1939. At 
the end of the year, book value 
was $18.30 per share; by June 
30, 1947, it had risen to $31.20, a 
net gain for the period of $12.90. 
Even more remarkable, net cur- 
rent asset value of the stock, 
after all prior obligations, rose 
from 14c a comon share to $19.10 
a share by mid-1947, a gain of 
$18.96 per share. In other words, 
a purchaser of the stock at cur- 
rent price of 29 acquires net cur- 
rent asset values of $19.10, an 
unusually high ratio. The latter 
figure is enhanced by the com- 
pany’s highly liquid position, with 
cash amounting to almost one- 
third of current assets. While in- 
ventories constitute about 50%, 
the firm nature of the order back- 
log would seem to render the 
overall position far more liquid 
than such a percentage would in- 
dicate. 

Based on asset backing as well 
as earnings prospects, the stock 
at current price appears consider- 
ably undervalued. 


Stock Splits 
And Growth Trends 


(Continued from page 27) 
Schenley Distillers is another 
interesting case. Before the first 
stock split-up in 1944, the com- 
mon sold around 40. As a result 
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of three split-ups which occurred 
in 1944, 1945 and 1946, a pre- 
split holder of one share would 
now have 2.86 shares. The cur- 
rent price of the common is 
around 34, far below the bull 
market high (on a fully adjusted 
basis) of 100. Despite the severe 
drop of the stock because of the 
adverse conditions currently af- 
fecting the liquor industry, an 
original share holder would still 
have equities in the equivalent of 
$97, a gain of $57 over his initial 
investment of $40 a share. Schen- 
ley, through consecutive splits, 
has been capitalizing the tremen- 
dous expansion of the concern in 
recent years, though other rea- 
sons such as extremely high earn- 
ings may also have been respon- 
sible for the management’s course 
of action. The growth factor in 
Schenley is well established and 
despite the industry’s present set- 
back is bound to leave its mark 
on the long term market action 
of the stock. 


Varying Potentials 

Naturally it would be highly 
fallacious to assume that every 
stock split denotes growth poten- 
tials, and that a holder of every 
stock that has been split can look 
forward to similar brilliant long 
term appreciation as indicated in 
our tabulation and referred to in 
more detail in the foregoing. That 
this is not so, has been amply 
made clear in the initial discus- 
sion of varying management ob- 
jectives in ordering split-ups. 
Many splits effected since the 
war’s end have certainly not been 
in growth companies at all. As 
indicated before, quite a number 
have been effected entirely for 
temporary market reasons of 
doubtful merit. This holds par- 





After this article was written, we received 
from one of our subscribers the following 
letter—wholly unexpected and unsolicited. 
We quote this letter because it admirably 
illustrates the point we have been making. 

‘About twenty five years ago | wrote 

your good Magazine requesting your 

suggestion for a switch from American 

Sugar Refining into a stock which had 

a long pull possibility. 

You recommended that | purchase 

300 shares of a new $10.00 common 

stock issue by General Motors, which 

| purchased, and sold a few years later 

for $43.00 per share. In view of the 

stock splits which took place after | 
sold this stock, had | held it until today, 

it would have made me very inde- 

pendent. 

Consequently, | have always had a 

very warm spot in my heart for your 


Magazine. Yours very truly, 


A.C. J. 
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, SERVICE is for every- 
body, everywhere. And the thing 
that makes you like it and want to 
use it is efhciency—with courtesy. 

It’s the tone of voice, the warmth 
and friendship, the helpfuiness 
which you have come to expect of 
telephone people. 

The Operator reflects it when 
she puts through your call promptly 
and courteously. The girl in the 
Business Office shows it when she 
goes out of her way to take care of 
your needs. The Installer practices 
it when he brings willingness and 
good nature, as well as a telephone, 
to your home. 

It all adds up to pleasing service 
for you—from many thousands of 
telephone people, all along the 
line. 
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ticularly true of split-ups of low- 
priced stocks. 

However, it is not too difficult 
to identify stocks, the  sub- 
division of which can be reason- 
ably attributed to a desire to 
capitalize company growth. Listed 
in the smaller table accompany- 
ing this article are a number of 
situations which in the opinion 
of the writer can be classed as 
such with reasonable assurance. 
True, some of these shares are 
now selling below an equivalent 


price basis but by and large, this 
may be attributed to prevailing 
market conditions rather than to 
lack of intrinsic merit. As with 
the examples listed in the main 
tabulation, the real touchstone 
will be a long-term market action 
rather than short-term price 
swings. From the short-term 
viewpoint, stock splits have lost 
most if not all of their former 
appeal, as recent market action 
amply proves, in a good many 
cases. 
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The Big Five in Floor 
Coverings 





(Continued from page 33) 


in the past six years of about $31 
million. Dividends have been var- 
iable, but except for the 1931-33 
period, they have been consist- 
ently maintained as far back as 
1923, at least. Volume of $33.3 
million in 1946 represented a new 
record, but at the present rate 
exhibited during the first half of 
1947, sales this year may total 
well over $40 million. During the 
first six months, volume was $21.7 
million, about $6 million more 
than in the comparable 1946 pe- 
riod. Not until the second quarter 
of the current year, however, did 
the company begin to show signs 
of expanding net earnings more 
proportionate to volume gains. 
Per share net for the first half 
of 1947 was 1 cent less than for 
the first six months in 1946, $2.33 
against $2.34. 
Better Cost Control 

As an indication that Mohawk 
has been achieving a better cost 
control in the current year, net 
for the second quarter was $1.46 
per share against $0.87 for the 
March quarter. If the later pace 
holds, 1947 net earnings may be 
around $5 per share. Mohawk 
carries on its balance sheet a siz- 
able reserve of $1.5 million 
against possible inventory losses, 
equal to 10% of its June 30, 1947 
inventory valuation. Its financial 
position is exceptionally strong, 
with a current ratio of 4.9, and 
with cash and securities alone 
sufficient to cover $4.4 million of 
current liabilities almost twice 
over. The company’s capital struc- 
ture is simple, with no funded 
debt or preferred stock and only 
531,000 shares of $20 par common 
stock in the hands of the public. 
Net current assets per share of 
$30.30 compare with a recent 
market price of 36. Since this is 
the eighth consecutive year in 
which Mohawk has paid dividends 
of $2 per share annually, and its 
outlook has never been brighter, 
it would seem as these shares are 
rather modestly priced; dividend 
yield is 5.5%. 

Alex. Smith & Sons 

Alexander Smith and Sons Car- 
pet Company for nearly a century 
has provided plenty of competi- 
tion for other producers of soft 
surface floor coverings. During 
the past nine years its volume has 


tripled, reaching a peak of 045.2 
million in 1946 In part this has 
been attributable to its acquisi- 
tion of Sloane-Blabon Corpora- 
tion, makers of linoleum, asphalt 
tile and plastic floor coverings. 
Through this broadened produc- 
tion, the company is able to offer 
almost a complete range of cov- 
erings to store buyers. Volume 
gains in 1947 have been impres- 
sive through the first half and 
seem sure to hold throughout the 
balance of the year. Sales of $31.4 
million during six months ended 
June 30 last, were 59% above the 
corresponding period of 1946, but 
a mark-up in prices partially ac- 
counted for the better showing. 
Good cost control is indicated by 
a gain in net earnings per share 
of nearly 89% in the first six 
months of the current year, over 
the comparable period last year, 
to $2.75. The company may easily 
repeat this performance in the 
second half, to establish a new 
earnings record for ten years 
past. 
Higher Working Capital 

In 1946, the management bol- 
stered the company’s working 
capital by the sale of 50,099 
shares of 314% preferred stock. 
Between this and sizable amounts 
of earnings retained in the busi- 
ness, net current assets at the end 
of 1946 rose to an all time peak 
of $29 million. Except for three 
depression years, Alexander Smith 
& Sons has paid dividends in 
every year since 1874, a truly im- 
pressive record. Confidence of the 
management in _ its financial 
strength and near term sales po- 
tentials is shown by an increase 
in the quarterly dividend rate 
from 20 cents per share to 35 
cents only a month ago, plus an 
extra dividend of 65 cents per 
share. The common stock at cur- 
rent price of 35 is 4 points below 
its high for the year, and based 
on indicated 1947 net of around 
$5.50 a share the price-earings 
ratio of about 6.5 to 1 seems not 
excessive. 





Answers to Inquiries 





(Continued from page 38) 
creased to $7,111,911, or $7.02 per 
share on 957,476 shares of com- 
mon stock, after provisions for 
dividends on the preferred. This 
compared with earnings of 5,204,- 
912 for the preceding fiscal year, 
equal after preferred dividends to 
$5.28 per share on the 911,928 
shares of common stock then out- 





standing. Earnings for the 1946 
fiscal year, included a non-recur- 
ring profit of approximately 
$1,350,000 accruing from the sale 
of a building in Indianapolis. 
There was no substantial non- 
recurring items contained in in- 
come for 1947. Working capital 
also increased during the year, 
amounting to $23,487,624 on May 
31st, compared with $20,154,070 a 
year earlier. It is the belief of the 
corporation’s president that the 
consumption of canned foods will 
not decline to the rate prevailing 
before World War II. Ever since 
the turn of the century, the trend 
in consumption of canned foods 
has been steadily upward. It has 
been supported by the rise of 
standards in living and the con- 
tinuing shift of population from 
farm to city, and Stokely Van- 
Camp has shared more than satis- 
factorily in this increased con- 
sumption. Dividend payments on 
the common stock this year, have 
mounted to $1.25 a share plus a 
10% stock dividend payable Novy. 
20th. With increased competition 
entering the field, it is question- 
able whether earnings in the next 
fiscal year will be quite as high 
as they have been in the recent 
past. 





Utilities 





(Continued from page 35) 


Columbus & Southern Ohio Elec- 
tric was sold by Continental Gas 
& Electric in May last year. The 
stock was offered to the public at 
5314, which proved too high a fig- 
ure. At the current price around 
42, the stock yields 6.8%, a sub- 
stantially higher yield than for 
most other Ohio stocks. The ap- 
parent reason is the admixture of 
transportation business (one-fifth 
of gross revenues). Also, electric 
rates are well above the national 
average (with usage below the 
U. S. figure) and some readjust- 
ment, particularly in view of the 
high ratio of earnings to invest- 
ment (about 9.4% last year), 
seems possible. 


Consumer Power is still con- 
trolled by Commonwealth & 
Southern, and only about 12% of 
the stock is held by the public; 
eventually the rest of the stock 
may be used to retire Common- 
wealth preferred, or may be dis- 
tributed to C. & S. common hold- 
ers. 23% of generating capacity 
is hydro with the remainder mod- 
ern steam plants. Rates are very 


THE MAGAZINE OF WALL STREET 





lov 


Sys 
idl. 
tra 


the 
Th 
col 
Th 
on 

pre 
the 
cul 
for 


ves 
Sy: 
of 
nat 
son 
in 
on 
erd 
are 


del 
sor 


of 

sto 
nee 
su] 
ter 
Gr. 
live 
tric 
im 
cer 
der 
an 
ing 
sol 
ica 
we. 
anc 
Th 
mo 
abc 
req 
con 
tive 
cay 
sell 
Ho 
tio} 
ter 
lati 
OL 
ost 


8% 


the 
Sys 
the 
tiot 
Gel 


par 


oc 








946 


our- 
tely 
sale 
lis. 
1on- 
in- 
ital 
ear, 
lay 
l(Oa 
the 
the 
will 
ling 
nce 
end 
ods 
has 
of 
-on- 
“om 
‘an- 
tis. 
‘on- 
on 
ave 
isa: 
lov. 
sion 
ion- 
ext 
igh 
ent 


lec- 
Gas 
The 
> at 


and 
ub- 
for 


2 of 
fth 
tric 
nal 
the 
1st- 
the 
aSst- 
tr); 





low, as with the Commonwealth 
system generally. The area is rap- 
idly growing, due to the decen- 
tralization program of the auto- 
mobile industry and the growth of 
the tourist business in Michigan. 
The residential load is high, ac- 
counting for 42% of revenues. 
The company this year embarked 
on a $100 million construction 
program, in anticipation of fur- 
ther growth; it is having diffi- 
culty in meeting current demands 
for electricity and gas. 


Dayton Power & Light was di- 
vested from the Columbia Gas 
System in June Last year. 71% 
of revenues are electric and 25% 
natural gas. Earnings have been 
somewhat irregular, rising sharply 
in the last two years. The return 
on investment appears: rather lib- 
eral (over 9%) and electric rates 
are above the national average. 
The company has refinanced its 
debt and preferred stock on rea- 
sonable terms. 


El Paso Electric was the smallest 
of the three companies whose 
stocks were distributed by Engi- 
neer’s Public Service this year. It 
supplies electricity to a strip of 
territory 200 miles long in the Rio 
Grande River Valley. Cotton and 
livestock are the principal indus- 
tries, although El] Paso is also an 
important railroad and trading 
center. 34% of revenues are resi- 
dential and rural, 30% commercial 
and 20% industrial. The remain- 
ing 16% includes wholesale power 
sold to Juarez, an important Mex- 
ican city. Residential rates are 
well below the national average, 
and consumption is above average. 
The company has two relatively 
modern steam plants and produces 
about three-quarters of its power 
requirements. Probably due to the 
company’s small size and rela- 
tively high earnings on invested 
capital (8.7% last year), the stock 
sells on about 614% yield basis. 
However, high earnings in rela- 
tion to the rate base are charac- 
teristic of Texas companies; regu- 
lation in that state is in the hands 
of municipalities, with a state law 
ostensibly limiting fair return to 
8%. 


Florida Power was originally in 
the Associated Gas & Electric 
System, the stock being sold to 
the public in order to aid liquida- 
tion of the sub-holding company, 
General Gas & Electric. The com- 
pany has enjoyed better-than- 
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For his pay check, yes. But he works 
more efficiently when he likes what 
he’s doing and his future is bright. 

Take these men on an Armco cold- 
reduction mill. They know their work 
will be recognized and rewarded, in 
the vears ahead as well as today. So. 
like other Armco men, they put extra 
effort into producing more and finer 
special-purpose steels. 

Each of these Armco extra-quality 
steels is tailored to a specific need... 
to help manufacturers put higher value 
into kitchen ranges and sinks, bath- 
tubs. food freezers. and many other 
durable products for the home and 
Armco Galva- 


farm. For example. 


SRMGY 


W 








What makes a man want to work? 





nized PainterRip takes and holds paint 
longer... ARMCO ZinccRIP keeps its 
tough zinc coating intact through se- 
vere forming and drawing ... ARMCO 
\luminized Steel lends greater heat 
resistance to car mufflers, oven linings 
and other products. 

Development of job-tailored grades 
has made Armco the leading producer 
of special-purpose steels. Buyers ac- 
cept the famous Armco label as a 
pledge that the manufacturer has used 
a steel produced especially for a par- 
ticular type of service. The American 
Rolling Mill Company, 358 Curtis 
Street. Middletown, Ohio. Export: 
The Armco International Corporation. 


THE AMERICAN ROLLING MILL COMPANY 


The familiar Armco triangle identifies special-purpose steels that help 


manufacturers make more attractive, more useful, longer-lasting products 





average growth, with revenues in 
1946 more than three times the 
figure for 1938. The service area 
extends from the Georgia-Florida 
line along the Gulf Coast to St. 
Petersburg, and through the cen- 
tral part of the state to Lake 
Placid; a subsidiary renders serv- 
ice to a substantial area in south- 
ern Georgia. Net income has 
shown substantial gains, per 
share earnings (on the present 
setup) increasing from 21¢ in 
1937 to $1.48 in 1945. While only 
$1.28 was reported last year, earn- 


ings of $1.75 are anticipated for 
1947. Further growth is expected, 
and the stock offers a generous 
yield (6.7%). 


Gulf States Utilities is the sec- 
ond largest of the three Engineers 
Public Service properties, with 
revenues of about $17,090,000 a 
year. The company supplies elec- 
tricity to 271 communities in 
south-eastern Texas and south- 
central Louisiana. The most im- 
portant communities served are 
Port Arthur, Beaumont, Baton 
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Send your 
address now to 


Dept. K-15 


market letter. 








FORECASTING 
By FORMULA 


A FREE booklet featuring: 


@ The objective—price appreciation 
@ ‘Liming the short and iong-term trends 
@ The need for an advisory service 


@ 10-year 83x22" weekly chart of 100- 
stock average 


@ Investor. confidence chart which gives 
outlook for major market trends 


With your FREE copy of ‘‘Forecasting by Formula” you will 
also receive a sample of the Edwards Analyst—a weekly 


HARRY B. EDWARDS 


LAND TITLE BUILDING, PHILADELPHIA 10, PENNSYLVANIA 





























SA Ee] 
“Don’t Miss the Boat” 
By Holding on to the 


WRONG 
STOCKS 


Don’t sit tight—it may be 
costly! Right now, check 
with Babson’s. Simply 
attach list of 7 of your 
securities to this ad and 
mail to us. We'll tell you 
if clients have been advised 
to Hold or Switch them. 
No cost or obligation. Write 
Dept. M-56. 


BABSON’S REPORTS 


Wellesley Hills 82, Mass. 
waa aaa a 


Rouge and Lake Charles. 89% of 
revenues is derived from elec- 
tricity, 5% from natural gas, and 
3% each from water and steam. 
The oil industry is the most im- 
portant local business, contribut- 
ing 16% of total revenues, with 
other industrial consumers ac- 
counting for 22% ; residential and 
rural revenues contribute 31%, 
commercial 25% and miscellane- 
ous 6%. Residential rates are 
somewhat above the national 
average. The rate of return in 
1946 was 7.8% on net original 
cost, which is probably not too 
liberal considering the character 
of regulation in this area. The ini- 
tial common dividend (not yet de- 
clared) will be payable December 
15, probably at the annual rate 
of $1. 
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Northern Indiana was part of 
the old Insull utility group in In- 
diana. In August 1946 Midland 
Utilities distributed 1.4 shares of 
Northern Indiana to each share 
held by its own stockholders. 
Earnings have improved sharply 
due to tax savings and other fac- 
tors. Despite the conservative 
character of the present dividend 
rate in relation to earnings, the 
stock yields about 6.7% ; earnings 
will be subject to moderate dilu- 
tion when the new convertible 
bonds are eventually retired. The 
area served is rather highly in- 
dustrialized, steel (the principal 
industry) accounting for 21% of 
revenues. Earnings are likely to 
prove cyclical, which may account 
for lack of investment interest in 
the stock, as reflected in the high 
yield. Another unfavorable point 
is that residential electric rates 
are somewhat above the national 
average. 


Ohio Edison is controlled by 
Commonwealth & Southern, about 
10% of the stock having been of- 
fered to the public last year to 
provide working capital. The com- 
pany and its subsidary, Pennsyl- 
vania Power, supply electricity to 
a population of over a million in 
Ohio and Pennsvlvania. Some of 
the important cities served are 
Akron, Springfield, New Castle 
and Sharon. Industries in this 
area include steel, rubber, ma- 
chinery, autos and accessories, 
chemicals and food products. Re- 
fleeting the progressive rate of 
policy of the Commonwealth sys- 
tem, residential rates average 
about 2.74¢c per KWH, well below 
the national average. While the 
rate of return is rather high 
(8.5% on original cost), rates in 


Ohio are regulated largely by the 
municipalities and there seems to 
be no current agitation for lower 


rates. Earnings and dividends 
have shown a continued uptrend 
in recent years. The relatively low 
yield, 5.7%, apparently reflects 
hopes for an eventual increase in 
the dividend rate, which is con- 
servative in relation to earnings. 


Oklahoma Gas & Electric has no 
gas business, although it serves 
electricity to an area which in- 
cludes important natural gas and 
oil fields. The industrial load is 
low, about 12% of revenues being 
derived from sales to the oil in- 
dustry and 12% from manufac- 
turing companies, The company is 
an important subsidiary of Stand- 
ard Gas & Electric, serving 223 
communities in Oklahoma and Ar- 
kansas, the largest of which is 
Oklahoma City. Domestic rates 
are high—3.97c per KWH—and 
residential consumption is well be- 
low the national average, but 
these conditions are largely ex- 
plained by the availability of nat- 
ural gas in this area. Earnings 
appear somewhat high in relation 
to property investment. Only 
about 16% of the stock is in the 
hands of the public, but event- 
ually Standard Gas will sell or dis- 
tribute the balance. The present 
dividend rate is moderate in rela- 
tion to current earnings, which 
probably accounts for the yield of 
only 6.1% (slightly below average 
for the group). 


Pennsylvania Power & Light 
has been quite stable this vear 
with a range of about 18-22 (last 
vear the stock sold as high as 
2714). There have been two dis- 
tributions of stock, one by Na- 
tional Power & Light in 1945 and 
the second by Electric Bond and 
Share in February this year. The 
company’s financial setup has 
been greatly strengthened in re- 
cent years, and the present divi- 
dend appears conservative. The 
company has an ambitious con- 
struction program ahead. It en- 
joys favorable relations with the 
Pennsylvania State Commission, 
so that while residential rates are 
above average, there seems no 
danger of forced reduction. Depre- 
ciation charges, only 5.7% of 
gross last year, appear on the low 
side, though compensated to some 
extent by high maintenance ex- 
penditures. 


Scranton Electric. as a former 
subsidiary of American Gas & 
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4POINT 


Investment Program 
-Provided by THE FORECAST 
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In this decisive market phase when the investment 
action you take is vital to preserving and building capi- 
tal and income . . . we suggest that you turn to THE 
FoRECAST just as you would consult your lawyer, doctor, 
architect, etc. for professional advice. FORECAST SERVICE 
will provide you with the essentials you need in con- 
ducting a sound investment program. 


1. When to Buy and When to Sell 

Our weekly market forecast . . . with chart of daily 
action . . . projects the trends and basic forces at work. 
Definite market advice is then 


3. Programs Fitted to Your Needs 

Securities selected are carried under our continuous 
supervision in specialized programs suited to your capi- 
tal, wishes and objectives. There are two programs for 
the Short Term: (a) Dynamic Special Situations and 
(b) Low-Priced Opportunities; also two programs for 
the Longer Term: (c) Investment Recommendations 
for Income and Profit; (d) Low-Priced Situations for 
Capital Building. Each program comprises a fixed num- 
ber of securities and it is our aim to have you contract 
or expand your position as we anticipate pronounced 

market weakness or strength. 











tions of Major and Intermedi- || 
ate Trends: also of our special 
Market - Support Indicator 
measuring supply and demand. 
The latter warned of last year’s 


five years ago; 


ahead .. . and has accurately 
gauged this year’s movements. 








—Our 1600% growth in clientele since the 
new lower priced Forecast was announced 


—Our staff and facilities; 
—Our outstanding record .. . 
better than the market; 
—Our more than 30 years experience; 
—Our high renewal percentage. We want to 
serve you so you will make The Forecast a 
permanent part of your investment program. 


given which you can apply to mn 

your independent holdings and ce | @: Coniiibenics Giieuteetion 

to our recommendations. In- —Assuran ce 

cluded . with graphs . Our to you of satisfactory | You are welcome to consult us 

are Dow Theory Interpreta- ag? : i} ... by mail or by wire... on 
: | service is based on... | ’ : 


securities in which you are in- 
terested . . . as many as 12 at 
a time ... to place and main- 
tain your portfolio on a sound 


consistently basis. We will advise you what 
to hold . . . switch . . . or close 
out. 


Tax Savings ... We will serve 








2. Definite Advices on Intrin- |_— 





sically Sound Issues 


All recommendations must meet our rigid evaluating 
factors in regard to: (a) Industrial Position and Poten- 
tials: (b) Financial Strength; (c) Proven Earning 
Power; (d) Good Yields Amply Supported by Earnings. 
Of course, special situations are advised with emphasis 
chiefly on price appreciation. Technical as well as funda- 
mental factors are carefully considered as it is our stead- 
fast policy to have you strategically time your commit- 
ments. This overall analysis is fully applied to all 
selections bonds and preferreds as well as 
common stocks. 


you in capitalizing on tax sav- 
ings up to 25% ... establishing 
short term and long term gains and losses . . . taking 
advantage of price and value disparities. This personal 
advice alone can readily be worth many times our mod- 
erate fee. 


Enroll NOW to receive Our 4-Point Investment Pro- 
gram especially geared to today’s markets. At this time 
also, you will have the advantage of our Special Offer 
of Free Service to December 1, 1947. So we suggest that 
you enroll today using the coupon below. 








FREE SERVICE TO DECEMBER I, 1947 








Special Offer / 


THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. 


5 MONTHS’ $50 Air gt oO $1.90 six mometae} 0 $2.00 one 
year in U. S. and Canada. 
SERVICE Dawes: () $3.50 six months; 
; C) $7.00 one year. 
| MONTHS $75 
SERVICE NaNO ees. 8 

Addresz.......... 

Complete service will start at 
City 


I enclose () $50 for 6 months’ subscription; [) $75 for a year’s subscription. 
(Service to start at once but date from December 1, 1947) 
SPECIAL MAIL SERVICE ON BULLETINS 


() Telegraph me collect in anticipation of im- 
portant market turning points... when to 


Bike|: | 7 eaeaee ae 





once but date from December 1. 
Subscriptions to The Forecast 
are deductible for tax purposes. 
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Your subscription shall not be assigned at any 


List up to 12 of your securities for our initial 
Advisory and Tax Savings Report. 
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COLUMBIA 
GAS & ELECTRIC 
CORPORATION 
= The Board of Directors has 
declared this day the following dividends: 
Common Stock—No. 50 and No. 51 
ReGuLarR QuaRTERLy ..... 15¢ per share 
BORK, S00 od65.0556sene 0% 15¢ per share 
DOOM: cud vceasosweees 30¢ per share 
payable on November 15, 1947, to holders ot 
record at close of business October 20, 1947. 
Dare Parker 
October 2, 1947 Secretary 














6% to 18% A Year on 
FIRST MORTGAGE 
Free From Taxes 
Ask for Details and References 
MANUEL ALFARO 
Apdo. 208 
San Luis Potosi, Mexico 








Learn How the Past Two Months 
Have Indicated a Change in the 
Market Trend 


922 CHARTS 


in the September-October 
issue of 


GRAPHIC STOCKS 


will show you, at a glance, the signifi- 
cance of stock trends since 1936 — 
nearly 12 years. 

A Book Every Investor Can Use 
with Profit. 


Shows @ Monthly High and Lows 
e@ Earnings 
© Dividends 
Capitalizations 
e Volume 


on virtually every active stock listed 
on the New York Stock and Curb Ex- 
changes. 

This 160-page book of 922 charts, 
Spiral bound, is the most comprehen- 
sive book of stock charts ever pub- 
lished. For prompt delivery mail your 
order for the current issue today. 
RIME BOPY 22 c $10.00 
Yearly (Six revised books).......... 50.00 


F. W. STEPHENS 


15 William St., New York 5 
Tel.: HA 2-4848 











Electric, is efficiently operated and 
has a sound capital structure. But 
the area served (which has been 
in a declining trend up to recent 
years, due to dependence on an- 
tracite coal) is somewhat of an 
adverse factor, though business 
interests in the city of Scranton 
are making a valiant effort to di- 
versify local industry. The yield 
of 6.7% indicates that some in- 
vestors still look askance at the 
stock. 
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Virginia Electric & Power is 
the largest of the Engineers Pub- 
lic Service subsidaries, the stock 
of which was distributed earlier 
this year. The company in 1944 
was merged with Virginia Public 
Service (in the Associated Gas 
system), Considering the com- 
pany’s size and sound set-up, we 
thing the stock should eventually 
be worth more than 9.4 times 
earnings, but postponement of di- 
vidends until June 1948 (when $1 
a share may be paid) has prob- 
ably lessened market interest in 
the issue. 


Wisconsin Electric Power is an 
important subsidiary of North 
American Company. Only about 
6% of the stock is now in the 
hands of the public, but further 
substantial amounts will be dis- 
tributed to holders of North 
American over the next few 
months. The stock, with the rela- 
tively low yield of 5%, as evi- 
dently attracted investment buy- 
ing, but distribution of the re- 
maining 94% of the issue may 
prove a temporarily unfavorable 
factor marketwise. 





Convertible Preferreds 





(Continued from page 24) 


trend in the oil industry. Net 
available for Atlantic common for 
six months ended June 30, 1947 
was $2.07 per share, compared 
with $1.75 for the relative period 
in 1946. While the conversion 
privilege in the case of this com- 
pany may not seem as attractive 
as those of the others we have 
discussed, the stability of the 
business and the exceptionally 
high rating of the company itself 
may lend extra appeal to ultra- 
conservative investors. 





Business and Investment As- 
pects of Our Foreign Policy 





(Continued from page 15) 


enterprises. It is estimated that 
no less than $1 billion of Amer- 
ican private capital was invested 
abroad in 1946 alone in a wide 
range of undertakings, in oil 
fields, in mines, in industrial en- 
terprises. Continuance of this 
type of investment depends on 
their safety and fair treatment, 
and here again, political policies 
and decisions may enter impor- 
tantly. The need for American 
investments abroad is greater 
than ever and the opportunities 
are many, yet we know that to- 
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day’s climate for internationg 
private investment is not ag 
favorable as in former years 
Socialistic and nationalistic trend 
in many parts of the world hayd 
much to do with it. Moreovey 
for the time being, outright lend. 
ing of private capital is ove. 
shadowed and retarded by the 
gigantic inter-governmental lend. 
ing and borrowing now going on, 
At any rate, constructive foreign 
investment, whether purely finan. 
cial or through direct acquisition 
and operation of capital assets, 
cannot be a “quick in-quick out’ 
proposition; this renders them 
all the more susceptible to shifts 
in policy, whether political o 
economic. 
Time Factors 

While the problem of foreign 
investment is perhaps more im. 
portant from a longer range view. 
point, questions affecting exports 
are of more immediate concern to 
manufacturers, exporters, even 
investors. At the moment, USA 
exporters are casting glum eye 
on Anglo-American talks, fearing 
new hobbles on exports following 
new decisions to tide Britain over 
her more immediate difficulties. 
Even more important and numer: 
ous are the questions asked in 
connection with the Marshall 
proposal; and many of the an- 
swers will be found in the field of 
political decisions. Businessmen 
want to know whether the na- 
tions thus aided will gain suff- 
cient economic momentum so that 
they can continue to make eco- 
nomic progress; whether all this 


will lead to a world in which busi- 
ness, including American _busi- 
ness, can prosper instead of 


merely being kept alive. Failure 
of the Anglo-American loan has 
caused a great deal of disappoint- 
ment. Businessmen now want to 
know whether’ assistance to 
Europe will be carried out in such 
a way that the results promised 
are reasonably sure of realization. 
The answers to these questions 
are of transcendent interest not 
only to businessmen but to inves- 
tors as well, even those without 
direct commitments in companies 
with a stake abroad. For many 
months, the stock market has 
been beset by fears of what was 
going to happen abroad. The 
Marshall proposal doesn’t seem as 
yet to have resolved these fears 
but if successfully carried out, it 
could assure four years of pros- 
perity, with constructive stock 
market implications. 
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Deflation Threat 


(Continued from page 10) 
announced that this would in- 
crease the cost of steel going into 
the average car by $11. However, 
new automobile prices announced 
shortly thereafter showed in- 
creases of $45 to $229. This is only 
one of many examples that could 
be cited in almost every field. 

Undoubtedly, resistance to new 
wage demands which may have 
to be fought out next Spring will 
be far tougher than last time. In- 
dustry has become alive to the 
fact that current and even higher 
price levels are incompatible with 
the expectation of a permanently 
higher postwar business volume. 
The big question is whether busi- 
ness all along the line can and will 
move fast enough to forestall an 
otherwise inevitable drop in con- 
sumer buying. 

In view of the key position of 
food in the present price dilemma, 
it can be said—in the broadest 
sense—that as food goes, so goes 
the business situation. Applied to 
the world situation, one might 
add: “So goes the world.” Food 
has become a tremendously im- 
portant weapon in support of our 
foreign policy. In using it to the 
fullest possible extent, it is rap- 
idly creating a double dilemma, 
posing the question whether we 
should risk the threat such a 
course holds for our own economy 
or whether Europe should come 
second. An acceptable compro- 
mise, undoubtely the only practi- 
cal course, will require realistic 
and far-sighted action, and whole- 
hearted cooperation among’ all 
parties to our economy. This may 
Involve certain sacrifice; yet in 
the long run, it may prove by far 
the lesser evil. 


As I See It! 


(Continued from page 5) 
to escape the political conse- 
quences which threaten to upset 
her carefuly worked-out plans for 
supremacy. 

That Russia’s angry attacks 
are so promptly and faithfully 
echoed by such men as Henry 
Wallace who recently saw fit to 
denounce leaders in our Govern- 
ment because of their former 
Wall Street connections, merely 
shows how far communist propa- 
ganda has penetrated thinking in 
our own country. Wallace of 
course is fully aware that the men 
he denounced were appointed be- 
cause of their outstanding quali- 
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295,000 Shares 
Class A Stock 
Par Value $1.00 
7% Cumulative 





RARE MINERALS 
PROCESSING & CHEMICAL COMPANY 


295,000 Shares 

Common Stock 

Par Value $0.01 
Per Share 


UNITS OF ONE SHARE EACH 
at $1.01 per Unit 


THORNTON & COMPANY | 


Member of National Association of Securities Dealers, Inc. 


60 Wall Street, New York 5, N. Y. 
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Notice to Stockholders of 


Southern Pacific Company 


The Plan of Reincorporation of Southern Pacific Com- 
pany has been consummated and certificates of stock of 
the Southern Pacific Company (Kentucky) are now ex- 
changeable for certificates of stock of the Southern Pacific 
Company (Delaware) on a share for share basis, upon 
surrender of certificates of stock of the former Company 
to The First National Bank of the City of New York, 
Agent, 2 Wall Street, New York 15, N. Y., together with 
a duly executed Letter of Transmittal and upon compli- 
ance with the instructions in the Letter of Transmittal. 

Letters of Transmittal may be obtained from the above 
named Agent or from the undersigned. 

J. A. Srupson, Treasurer, 
SOUTHERN PACIFIC COMPANY, 
165 Broadway, New York 6,N. Y. 























ties proven by personal success, 
because of their ability and in- 
tegrity which even Wallace is Dividend September 


forced to concede. What does Wal- 
lace want? Would he rather see 
this country run by LEislers or 
Browders, by Soviet stooges who 
would be only too willing to take 
over and ruin us? 

In meeting the Russian chal- 
lenge, the Government was wise 
indeed to select men of proven 
ability, to place them in important 
positions where they can be of 
real service to the country. The 
Kremlin’s attacks on them merely 
proves that they are the right 
men in the right places. By or- 
ganizing a new Comintern, the 
Soviet Government has thrown 
down the gauntlet in a challenge 
to the non-communist world. We 
must be glad that at the helm of 
our Government are men who 
know how to meet this challenge. 








Notice 


BURLINGTON 


MILLS CORPORATION 


The Board of Directors of this Corporation 
has declared the following regular and 
extra dividends: 
4% CUMULATIVE PREFERRED STOCK 
$1 per share 


3Y%a2% CUMULATIVE PREFERRED STOCK 
87 Ya .ents per share 


3%2% CONVERTIBLE SECOND 
PREFERRED STOCK 
87 Ya cents per share 


COMMON STOCK ($1 par value) 
(43rd Consecutive Dividend) 
25 cents per share 


COMMON STOCK (extra dividend) 
25 cents per share 


Each dividend is payable December 1, 
1947, to Stockholders of record at the close 
of business November 4, 1947 


STEPHEN L. UPSON, Secretary 
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lee: when so many foreign and domestic 
factors are affecting every security you own, we 
offer to prepare a confidential preliminary analy- 
sis of your investment portfolio if it exceeds 
$20,000 in value. 


This report will comment frankly on its diver- 
sification, income and will designate your least 
favorable issues. 


This offer is made to responsible investors who 
are interested in learning how Investment Man- 
agement Service might apply specifically to their 
personal holdings and objectives. We shall quote 
an exact fee for annual supervision of your ac- 
count and tell you our qualifications for serving 
you in the difficult market ahead. 


The thorough and informative nature of our 
preliminary analyses is clearly shown by the 
comments of investors who have taken advantage 
of this invitation: 


From California—“In all my experience as an ex- 
ecutive secretary for twenty years I have never run 
across your superior in the way you have considered 
my situation and am favorably impressed.” E. D. B. 


From Massachusetts —“Y our preliminary report re- 
garding my investment portfolio was received. I 
examined your analysis very carefully and with much 
interest. Your comments and the wisdom of using 
investment counsel sound very reasonable.” A. M. 


From Nebraska—"“'! wish to thank you for your re- 
port. You covered the subject thoroughly.”” G. V. 


Offer at This 


Crucial Time ! 


Repeating a Special \ 


From New York—"'| am in receipt of your valuable 
Preliminary Analysis of my holdings, for which I thank 
you. I had not contemplated that you would make 
such a really admirable report regarding my portfolio.” 
HA. 


From Ohio—"Thank you for your immediate reply, 
including a preliminary analysis of my portfolio. 1 
can honestly say that I am impressed by this report. 
D:B.-H. 


From Oklahoma—"Your Preliminary Analysis re. 
ceived and it seems to be what I am looking for. 1 
am going to take this service and I intend to follow 
it.”"O.-A. 


From Pennsylvania—“Your Preliminary Analysis 
of my inventory of capital investments received. I wish 
to thank you for presenting it in such an excellent and 
comprehensive manner.” 


From Texas—‘I am in receipt of your Preliminary 
Analysis of my stocks. I gave you a big job and you 
gave me a thorough report and I thank you.” H. T 


From Virginia —"I am much impressed with your 
report which evidences that you have given thought 
and gone over my portfolio in a thorough and pains- 
taking manner which pleases me very much. I recognize 
the soundness of your reasoning and of the suggestions 
made.” F. W 


Just tabulate your securities, giving the amounts 
and purchase prices so we can consider the tax 
aspects of any changes, State your objectives so 
our advice can be as pertinent as possible. 


All information will be held confidential. This 
offer does not obligate you to enroll—but under 
today’s manpower conditions it is not open to 
mere curiosity seekers. 


INVESTMENT MANAGEMENT SERVICE 
A Division of The Magazine of Wall Street 


90 Broad Street 


New York 4, N. Y. 
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Let’s look ahead with 
THE GLENN L. MARTIN COMPANY 


Already Martin 2-0-2 airliners are entering ser- 
vice on leading airlines here and abroad. With 
production well underway, many more of these 
advanced planes will soon be on the airways. 
Meanwhile the Martin 3-0-3 airliner is well along 
in flight tests. 


Six Military Types are in production or devel- 
opment by Martin for the Army and Navy. Martin 
is also manufacturing acrial gun turrets . . . huge 
Neptune-type rockets for the Navy. Advanced re- 
search and development projects enhance prospects 


for future business. 


Martin Plastics and Chemicals Division will 
shortly enter large-scale production of Marvinol 
resins . versatile plastic raw materials with 


broad uses throughout industry. 


Martin Inventions have been licensed for manu- 
facture here and abroad. These include Mareng 
flexible fuel tanks, licensed to the U. S. Rubber Co. 

Honeycomb structural material, licensed to U. S. 
Plywood Corp.—and other Martin 


numerous 
developments. 


New Developments include Stratovision, the re- 
broadcasting of television and FM from planes to 


eliminate need for costly coaxial cables or relay 
stations. Stratovision research is a joint project of 
Martin and Westinghouse Electric Corp. Helicopter 
research is being pushed by Martin Rotawings 
Division. Watch for announcement of other far- 


reaching Martin developments. 


Important Research Contracts have been 
awarded Martin by the military services. Projects 
include guided missiles, electronics, new forms of 
propulsion, supersonic speeds, other undertakings 
of a confidential nature. Better products, greater 
progress, are made by Martin’ The Glenn L. Martin 


Company, Baltimore 3, Maryland. 
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AIRCRAFT 


Builders of Dependable &) Aircraft Since 1909 
Sr 


AN INTERNATIONAL INSTITUTION 
MANUFACTURERS OF: Advanced military aircraft ® Aerial gun turrets 
© Guided missiles © Outstanding commercial planes for both pas- 
senger and cargo service ® Marvinol resins (Martin Plastics and Chem- 
icals Division) DEVELOPERS OF: Rotary wing aircraft (Martin Rotawings 
Division) ® Mareng fuel tanks (licensed to U. S. Rubber Co.) ® Honey- 
comb construction material (licensed to U. $. Plywood Corp.) ® Strato- 
vision aerial broadcasting {in conjunction with Westinghouse Electric Corp.) 
* Aircraft ground-handling equipment (licensed to Aircraft Mechanics, 
Inc.) LEADERS IN RESEARCH to guard the peace and build better 
living in many far-reaching fields 
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that has doubled its life-span 

















@ In 1901, when the United States Steel 
Corporation was founded, the average life of 
all the many kinds of steel products in 
America was 18 years—according to esti- 
mates prepared by students of the subject. 
Today, similar methods of study indicate 
that the average life is more than 36 
years. In other words, steel, on the aver- 
age, lasts twice as long today as it did at 
the turn of the century. 
There are many factors responsible 
for lengthening the life of steel in 
America. One is the elimination of im- 
purities which make steel susceptible 
to rust. Another is the improved proc- 
esses for coating steel with tin, zinc, 
vitreous enamel and other materials 
highly resistant to corrosion. Still 
another is the great strides made in 
the development of rust-resistant 
paints and lacquers. Most impor- 
tant of all is the development of 
the corrosion-resistant alloy steels, 
together with the remarkable re- 
finements of steel manufacture 
and the rigid tests that steel prod- 
ucts must pass before leaving the mills. 
United States Steel has long been one 
of the leaders of the steel industry in 
the research and development work 
that has made possible this constant 
lengthening of the life of steel. That's 
one of the reasons why it will pay you 
to look for the U-S-S Label on any 
steel products you buy. 


















































UNITED STATES STEEL CORPORATION SUBSIDIARIES 
































